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In Coming 
Issues: 


Last week’s proposals of Coordina- 
tor Eastman to Congress raise the 
important question: Where are the 
railroads headed? If they are to be 
enacted into law, Mr, Eastman’s 
suggestions would mean sweeping 
changes in the complexion of the 
railroad situation and would result 
in significant rearrangement of 
security values in that field. A dis- 
cussion is now being prepared. 


Recent market sessions have seen 
some of the electrical equipment 
issues featured. These companies 
can of course be regarded as mem- 
bers of the “capital goods” group, 
and this general field appears to hold 
material promise for the coming 
several years. But do these com- 
panies occupy a peculiar status 
therein? What are the prospects for 
their shares? These questions will 
be answered in a coming analysis. 


Tue insurance shares last year 
made one of the most satisfactory 
market showings of any of the 
prominent stock groups, with their 
1934 advance averaging around 40 
to 50 per cent. Despite their prog- 
ress last year, representative issues 
are now selling for less than ten 
times indicated operating earnings, 
and prices are approximating in- 
dicated liquidating values. Is this 
group to repeat its 1934 perform- 
ance? A discussion will appear soon, 
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“Wake America!” 


By Mark H. Hubbell, of Buffalo Truth—24 pages............... swaesensee 
(Special Qua..tity Prices on 500. 5,000 and 25.000 lots) 


This little booklet contains some shocking information—specific remind- 
ers and warnings of the “morning after” results of our governmental 
spending sprees of the recent past. There never was an emergency and 
there never will be an emergency that can justify building up the biggest 
political spoils system in human history at the expense of mortgaging 


.present private property and future income for generations to come. 


It’s time to call a halt—NOW! Read “Wake Up America,” also the two 
books described below. Send $1.00 for 20 copies to mail to friends and 
Senators and Congressmen. 


“THE NEW DILEMMA” 
A New Name for the New Deal 
$2.00 


(Head of Babson Institute—Editor of Babson’s Reports) 


f 


Amateur statesmanship! Unqualified bu- 
reaucracy! Reckless governmental spending! 
Reduction of dividends! Experiments which 
retard rather than enhance business recovery! 
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If Babson is wrong in these conclusions it’s worth $2.00 to read “The 
New Dilemma” and find out. If Babson is right, it’s worth many times 
$2.00 to every investor to read his latest book on the New Deal and 
find out how to meet a “raw deal” later on, when the piper has to be 
paid, if anybody has any money left. Even when debts are repudiated, 
somebody pays. 


“GOVERNMENT EXPERIMENTATION 
IN BUSINESS” 


By Warren M. Persons—268 pages..... 
(Formerly Professor of Economics at Harvard) 
Warren M. Persons, Consulting Economist, and formerly Professor of 
Economics at Harvard University, has dug up and looked into the records 
of government’s business experience and experiments and their recital 
makes one continuous and tragic story of blundering, inefficiency, and 
failure. The colossal waste and scandals, from these earliest ventures 
of our new republic right down to the beginning of the New Deal, 
should be studied by every thoughtful investor, every burdened tax- 
payer, every sober-minded business man in Dr. Persons’ readable new 
book, entitled “Government Experimentation in Business.” 


Read both of these books—then send them to your Congressman. 


‘“‘LABOR’S FIGHT FOR POWER® 


By George E. Sokolsky—275 pages............... 


Apparently it never occurred to either Capital or Labor that they could 
both be wrong in many of their policies. If Capitalism is ever destroyed 
it will be, not by Red propaganda, but by the honored stand-patters who 
defend the blunders as stoutly as they do the good features of the sys- 
tem. If Labor is ever again crushed and forced to crawl] in the dust of 
virtual slavery, it will be, not through Capitalism, gone mad with greed, 
but through the excesses of Labor’s own radicals, who defend the mis- 
takes of the Labor Movement just as loyally as they damn Capital. For 
a change here’s an author who can see faults and virtues in both. 
There’s a vital connection between these frank analytical discussions and 
the future of every dollar of your invested surplus. Price $2.00 postpaid. 


Book Buyers in New York City add 2 per cent for New York City Sales Tax. 


We Supply Any Book You Want. Send Your Check or Money Order With 
All Book Orders to: 


FINANCIAL BOOK SERVICE 


GUENTHER PUBLISHING CORPORATION 


53 Park Place, New York, N. Y. 
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Dividends Declared 


Regular 
Pe- 
Company Rate riod 
Affiliated Products, Inc. ..... 5c M 
Allentown-Beth. Gas 7% pf. . 87! 2c Q 
Alpha Portland Cement ....... 25c 
American Arch................ 2c Q 
Q 
Binghamton Gas Wks. 64%. $11 wits Q 
Bklyn Union Gas............. Q 
Blauner's, Inc........ Q 
Borden. .... . 40¢ Q 
Brown-Forman $6 pf... .... $1.50 Q 
Buckeye Pipe Line . Q 
Calif. Water Service 6% > pl... . $1.50 Q 
Canadian Hydro-Elee. pf as. $1.50 Q 
Crown Zellerbach pfA.......... 75¢ 
75¢ 
25e Q 
Do 6% pt. pf.. . .e 
East. Shore Pub. “Service $6.50 
$1.6244 Q 
$1.50 Q 
peat Texas 6% pf........ $1.50 Q 
Horn & Hardart, N. $1.75 Q 
Inter - Mach......... $1.50 Q 
Jewel Tea.......... c Q 
Jones at E.) Royal Tr D, pt fs, 
DoE pefs, $1.24 
DoF pcfs, $100 ......... $1.30 
DoG pels, $100............ $1.68 
DoH pefs, $100........... .$1.79 
Do 1 pefs, $100. .......... $2.05 
DoJ pefs, $500.......... $10.85 
Dok pets, $100... . $1.55 
Kendall cum. part pf A. ......$1.50 
Lunkenheimer ....12%e 
Do pt. . $1.6214 
Do 6) 2% pl. . $l. 
Manhattan Shirt............... ise 
May Hosiery Mill pf............ $1 
Memphis NaturalGas......... 10c 
Northlos.of N.Y... ..... $1.50 
Potomac Elee Pr. 6% pf. $1.50 
Do514% pf. . $1.3714 


Railway & Lt. Seeur (Del) pla 
Reading Co. Ist pf... ........ 
Sherwin-Williams. ............. 
$ 
South. Cal. Edison 
0c 
Stamford Water Co........ 
Stand. Oil of California . . 


Sterling Products. ....... 
Texas Utilities 7% pf......... 
Trunz Pork Stores.............. 15 
4 
Gas Improvement. pf. $1.25 
O.8.Pine 12'4c 
Do pf. . 30¢ 
30¢e 
U. S. Playing Card.. 
Wash. Ry. & Elec.............. $3 
$1.25 
Do5% pl. . $1.25 
Wesson Ol Snowdrift ev pf. $1 
West vaco Chlorine Prod 
Accumulated 
May Hosiery Mills pf........ 
Extra 
Klein (D. Emil)....... 
Do 
U.S. Playing Card . 
Burroughs Ad .. 
Hobard Mtg 
Reduced 
Freeport Texas........... Q 
Special 
Diamond Match...............50¢ .. 
Stock 
Lynch Corp. 
Standard OilCo.N.J*...0 
Partial 
Portland Cement 7% pf 


Pay- 
uble 


Feb. 1 


= 


= 

— 


> 
2 

- 


= 
cos 


= 


Feb. 15 
Mar. 15 


Hidrs. of 
Record 


Feb. 5 
Feb. 15 


Mar. 14 
Feb. 1 


*One share of Mission Corporation for each seventy-five 
shares of Standard Oil Company of $25 par value and four 
shares of Mission Corp. for each seventy-five shares of Stand- 


ard Oil Co. $100 par value. 
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The Market Situation 
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ECURITY markets recently have been running 
closely to expected form, with trading volume small 
and price changes largely indecisive. The largest 
single factor of influence continues to be the fact that 
the Supreme Court’s decisions on the gold clause cases 
impend, and operations on anything like an extended 
scale are improbable until that is out of the way. 
Natural as it is to regard this matter as a disturbing 
factor, there are good indications that if the decisions 
are adverse to the Government’s position, immediate 
steps will be taken to prevent monetary chaos, with the 
final result—for all intents and purposes—being main- 
tenance of the status quo. However, the sooner the 
matter is out of the way the better it will be for markets 
as well as business. 
Settlement of the gold cases will bring to prominence 
a number of things which now are receiving only 
passing attention. One of these is labor. More news- 
paper space on that problem is to be expected in future 
weeks, but present indications are that no serious dis- 
ruptions will occur, and that this factor will have no 
seriously adverse effect on the markets. Perhaps settle- 
ment of the gold problem here will hasten the indicated 


USINESS: There are some indications of a level- 
ing off of the rate of progress in industrial ac- 
tivity, but the trend remains upward. Storms have 
affected retail trade, and doubtless will be reflected in 
coming reports of railroad traffic, but such a develop- 
ment is of course of more temporary than fundamental 
importance. Further tapering off of the advance would 
be by no means surprising, particularly in view of the 
continuing uncertainties in the general situation. The 
manner in which the country’s business operations were 
accelerated during the past several months furnishes 
grounds for encouragement concerning the basic posi- 
tion of the nation, especially because the usual sea- 
sonal patterns were so largely ignored. The rise 
which we have been witnessing is doubtless the move- 
ment which would ordinarily be experienced during 
February to May of this year, and thus if the cur- 
rent rate of activity can merely be maintained, and 
no significant furthei gains are seen, there should be 
no great grounds for disappointment. 
PRICES: The “Roosevelt dollar” last week celebrated 
its first anniversary. In the year following the Execu- 
tive’s signature of the bill setting the 50-60-cent limit 


The Trend Things 


abandonment of the present metallic base by the 
European gold bloc. The effect thereof would probably 
be a minor price disturbance in some of our shares, but 
in the long run the development should be a construc- 
tive one, paving the way for early international 
stabilization. 

Bonds have recently been selling off, after having 
reached record high levels. Although there are good 
indications that the prices of numerous bond issues 
have approached a ceiling, there is nothing in the situa- 
tion which suggests that the current movement is more 
than a temporary trend. Virtually every indication is 
that money rates, which determine investment bond 
prices, will remain at present levels or even move 
lower, and this of course favorably affects the best 
grade of stocks as well as bonds. The contra-seasonal 
improvement which business has shown in recent 
months suggests that, regardless of minor dips which | 
may be ahead, further fundamental progress is in- 
dicated for the year as a whole. Retention of reason- 
ably priced shares of sound companies facing good 
prospects appears fully warranted, and advantage can 
be taken of periods of irregularity which develop later. 


(in terms of old cents), The Annalist’s commodity price 
index advanced from around 106 to a new high of 123.3, 
or about 16 per cent compared with the 41 per cent 
devaluation of the dollar. By no means all of that 
gain was a result of the changes in our monetary 
system, inasmuch as measured in old gold dollars the 
index now stands more than 11 per cent above its level 
of this time last year. As shown by the individual 
commodity classifications, the farmer remains the 
largest beneficiary of the movements during the 12 
months, with farm products up 33 per cent. Textile 
products, despite the monetary changes, are actually 
10 per cent lower than they were a year ago. 
ELECTRIC OUTPUT: In recent weeks electric 
power output has been making a very encouraging 
picture, with latest figures showing a 10.6 per cent 
gain over the same week of last year. This is the 
best comparison seen since last May. All sections of 
the country are showing gains, the best being registered 
by the Central Industrial and Rocky Mountain regions, 
with the Pacific Coast the laggard. As among in- 
dividual companies, gains have been ranging from 
around 4 per cent for New England Power to as high 
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as 19 per cent for Detroit Edison. Percentage gains 
for some of the other important systems have been 
about as follows: Associated Gas, 6; Commonwealth & 
Southern, 11; American P. & L., 11; North American 
Company, 8; Public Service (N. J.), 3; Standard 
G. & E., 7; American Water Works, 16. Ordinarily, 
we would probably be witnessing a very satisfactory 
utility share market as a result of those figures and 
the increased revenues which will doubtless follow, but 
the present situation is that no rift has yet appeared 
in the clouds of political persecution, and little market 
improvement seems in prospect for the reasonably near 
future. 

TAXES: Indications have recently appeared which 
suggest a more vigorous drive against AAA processing 
taxes may be seen, Numerous industries have stated 
that the taxes are increasing selling prices so much 


that consumption is suffering, while others (which are . 


themselves absorbing the imposts) are finding their 
earnings materially affected. In the latter category are 
the cigarette companies which, although showing ma- 
terially better results for 1934 than they did for 1933, 
nevertheless would be turning out much more impres- 
sive statements if the processing taxes did not exist. 
For instance, it is estimated that American Tobacco 
will show around $4 per share (against a $5 dividend) 
for last year, and that in addition thereto it paid out 
about $1.70 a share in AAA taxes. More is likely to be 
heard in the future concerning unconstitutionality of 
the processing imposts, on the theory that Congress 
cannot properly delegate its authority to levy taxes. 

BUILDING: New construction, as reflected in figures 
on contracts let, continues to run only a little above 20 
per cent of the average level of 1925-28, and has not 
deviated by any impressive amount from that figure 
for the past ten months. On the basis of daily averages, 
the figures have ranged from around $3.5 millions to a 
trifle over $5 millions during that period. Latest 
figures, which cover the third week of January, show 
a decline from the first half of the month, doubtless 
reflecting seasonal factors. But in the field of home 
modernization under Federal stimulation, there seems 
to have been no let-down in January; this work alone 
has been averaging about $1.6 millions a day for the 
past five months, which is largely in addition to the 
figures quoted above. The important beneficiaries of 
this type of work are, of course, such companies as 
American Radiator, Johns-Manville, U. S. Gypsum and 
the paint and varnish companies. Planned new legisla- 
tion to liberalize the present home modernization scheme 
should result in additional business to the group during 
the months ahead. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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THE COMPONENTS. This is an unweighted index of five sensitive 
series of industria] activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise miscellaneous and less-than-carload freight traffic. 


BEHIND 


TICKER 


HE inability of the market to move from dead 

center in the past week caused little surprise. 
Traders were prepared to await the decision on the 
gold case and its possible effect on business before 
again taking an active participation in stocks and hence 
business news and the trend of political thought were 
generally ignored as possible speculative factors. Sen- 
timent remained rather mixed, but the majority opinion 
still seemed to lean toward the constructive side. 

There were few transactions of any importance. In 
General Electric, the motors and a few specialities, 
investment trust buying loomed proportionately large 
and there were some fairly sizable scale orders executed 
in the rails on the dip. However, no great significance 
was attached to the business. The market seemed to 
lack leadership and professionals refused to be tempted 
from their neutral positions. 

Most disturbing to speculative sentiment at present 
is the lack of assurance as to the actual position of the 
market. It remains to be proven whether the recent 
readjustments in the averages have placed the list in 
a strong internal condition and whether the possibilities 
of an adverse decision by the Supreme Court and, look- 
ing further ahead, the February-March seasonal slump 
in most lines of business have already been adequately 
discounted. The general feeling a few weeks ago was 
that the market was lagging behind actual business im- 
provement; but the failure of businessmen-buying of 
stocks to develop aggressively over the past month or 
so has made close students of the trends less certain. 

The action of certain stocks in the past week has 
only added to the confusion. In Devoe & Raynolds, a 
speculative account was hastily thrown overboard after 
the disappointing earnings statement, although rumors 
of less satisfactory conditions in the closing month of 
last year were generally known. One of the floor trad- 
ers also cleaned out his holdings of Freeport Texas 
after the dividend cut was announced. In both of these 
cases it was believed that the adverse factors were 
recognized by the price of stocks and that selling on 
bad news was, therefore, unlikely. The reverse prov- 
ing the case, the Street now believes that further un- 
satisfactory earnings statements may mean increasing 
liquidation of stocks, since traders evidently have not 
prepared for the worst. 

The two stepchildren of the Administration, the rails 
and utilities, are now believed to be passing through 
their last deflation cycle. There are fairly substantial 
evidences of good buying in the latter group, including 
some coming from investment trusts; the rails received 
better support last week than the averages indicated, 
and a part was attributed to foreign accounts. The 
basis for the better feeling is not subject to definite 
analysis, but quite probably the bearishness has been 
overdone. Then, of course, there is the belief that the 
political expedience in the situation warrants a more 
friendly Administrative attitude at present, since pub- 
lic criticisms of the Federal public utility policies have 
increased greatly. Rumors from Washington are that 
future loans for construction of municipal power plants 
are not going to be distributed as liberally since Con- 
gress has been hearing from constituents over the past 
few months, and there have been some threats made 
about contributions to campaign funds. One thought 
is that the next likely candidate for “whipping boy” is 
the motor industry, since the proposed investigation of 
the insurance companies appears to have fallen fiat. 
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SEC Changes Not 


Uncle Sam is trying to further adjust the limita- 


HE recent promulgation of 

“Form A-2” by the Securities 
and Exchange Commission is with- 
out doubt a commendeble step. Lhe 
chief objective of the order is to re- 
open the capital market by simplify- 
ing the conditions under which old 
and established corporations may 
register new securities for sale to 
the public. The new form requires 
less detailed information in the is- 
suers’ applications and permits a 
greater flexibility in determining 
what facts are relevant and essential. 
Thus, it is expected that the cost 
and delay of registering new se- 
curity issues will be considerably 
reduced. 


“Form A-2” Under Fire 


The new order appears to meet 
many valid objections to the Se- 
curities Act as amended last year 
and quite probably the SEC has gone 
as far as it legally could in the 
attempt to lessen the difficulties of 
complying with the requirements of 
registration. But the fact remains 
that the efforts of the Commission 
were greatly hampered by the limita- 
tions imposed by the Act itself. 

There is no doubt that the expense 
and trouble of filing statements with 
the SEC were formidable obstacles 
to new financing over the past year 
and a half. But what most corpo- 
rate officials and underwriters pro- 
tested more especially was the crea- 
tion of a presumptive liability under 
the Act which attached to all con- 
cerned with the issuance of a new 
security. This liability has not been 
diminished or altered in any way by 
the recent order. In fact some com- 
petent authorities believe that there 
is an even greater jeopardy under 
the simplified form since some data 
may be unintentionally omitted which 
may later prove of great consequence 
to the investor as a material fact. 
The determination of the validity of 
a claim for damages under the 
Securities Act does not, in the final 
analysis, rest with either the issuer 
or the Commission despite a certain 
implied responsibility on the part of 
the latter in detailing the registra- 
tion requirements, but with the 
court and jury and hence the useful- 


tions of the Securities Act with a new order but 
even this does not go far enough. 


ness of the condensed form appears 
somewhat limited. 

It is idle to attempt to estimate 
the amount of new financing which 
would be undertaken were conditions 
propitious but that a _ substantial 
volume has been held in abeyance is 
not denied. One of the more enter- 
prising calculations claims to show 
that under normal conditions it 
would be possible to refund upwards 
of $500 millions of listed industrial 
and public utility bonds at present 
without giving consideration to short 
term issues or bank borrowings on a 
temporary basis. Conjectures on the 
total amount possible are less reliable 
and some of the estimates must be 
heavily discounted. Of course, there 
are other factors of uncertainty in 
the outlook which operate against 
large scale financing and these should 
be viewed in their proper perspective 
in judging the effects of the Securi- 
ties Act. And yet certain unde- 
sirable practices have sprung up 
under the Act and in many respects 
the purpose of the legislation has 
not been fulfilled. 


A Real Curb to Financing 


Essentially, the Securities Act was 
designed to protect the investor by 
requiring that full publicity and in- 
formation be made available to the 
buying public. But because of what 
large issuers conceived to be the 
dangers in the Act, financing has 
been either deferred by arranging 
bank borrowings, or if the issue was 
of investment grade, it has been sold 
directly to insurance companies and 
other financial institutions, thus 
obviating the necessity of a registra- 
tion statement. The latter develop- 
ment is particularly unfortunate 
since some very attractive issues 
have thus been denied to the small 
investor and he has to choose largely 
from among the speculative and un- 
tried ventures which found little 
difficulty in complying with the 
registration requirements, or he 
must buy in the open market. When 
such companies as the Standard Oil 
(N. J.), Swift, and others prefer 
private financing to a general public 
sale, there is a weakening in corpo- 
rate relationships which is most 
deplorable. Recent evidences are 
that the SEC is fully aware of this 
trend and is opposed to it. But the 
best manner with which to prevent a 
further spread appears to be found 
in the removal of the cause, which 
is in the Act itself. 

The costs of filing a registration 


Sufficient 


statement under form A-2 depend 
upon the specific circumstances sur- 
rounding the contemplated issue as 
well as the corporate history and 
set-up of the organization, but it 
should be possible to effect some sav- 
ings in compiling the information 
deemed essential. If this should 
prove practicable, both the issuer 
and prospective buyer will benefit 


since in the past the registrationg#—— 


statements have presented such an 
infinite amount of detail that it has 
served to confuse those who at- 
tempted to make an intelligent study. 
For example, the American Water- 
works” statement contained 200 
printed pages and there was an 
additional 1,600 pages of exhibits. 


The Republic Steel Merger 


It is estimated that the Republic 
Steel statement will total around 
8,000 pages, including innumerable 
exhibits. The expense of preparing 
the information for registration has 
been almost prohibitive, and in the 
case of the Republic Steel merger it 
can be roughly estimated that more 
than $750,000 has been spent in 
meeting the necessary conditions. 
The prospectus on the financing for 
Republic will total 150 big printed 
pages (which the investor can pur- 
chase from the Commission at a 
cost of 20 cents a page) and even if 
the buyer of the issue were to wade 
through the mass of detail presented 
—and he will find the data so clothed 
in legal terminology as to make the 
task a difficult one—he will not find 
stated many features in which he is 
most interested, since all that the 
issuing corporation will release are 
known facts. The savings expected 
by the merger and estimated earn- 
ings on a pro forma basis—informa- 
tion which the investor wishes to 
know—cannot be proven and hence 
no reference is made thereto in the 
prospectus or registration statement. 

Of course, the Republic Steel state- 
ment does not come under form A-2, 
since it represents a consolidation, 
and possibly other corporation regis- 
trations will be less detailed and in- 
volved under the simplified form. 
Nevertheless, the fact remains that 
the onerous provisions of the Se- 
curities Act constitute one of the 
most important barriers to further 
sustained business progress, and 
necessary changes in that legislation 
should engage the early and earnest 
attention of the present Congress. 
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An Analytical Basis for 
Selecting Stocks 


PART III 


The market record of the past five years contains many 

demonstrations of the possibilities for limiting losses 

and realizing profits by basing selections upon the 
groupings described in Parts I and II of this series. 


LTHOUGH the past five years 

are remembered by the average 
investor as comprising a period of 
practically uninterrupted decline in 
the stock market from the second 
quarter of 1930 to mid-year, 1932, 
followed by a sharp but short rally 
in the last half of that year and 
more lasting recoveries in 1933 and 
the first half of 1934, the “market,” 
perhaps more than at any other 
time, was a conglomeration of diverse 
trends among stocks and groups. To 
illustrate, it is only necessary to 
point out that a significant number 
of stocks like Continental Can, 
Coca-Cola, National Distillers and 
American Safety Razor have recently 
.sold close to or materially above the 
best 1929 prices (equivalent prices 
in cases of split-ups or large stock 
dividends), while many important 
public utility stocks and a few 
equities in other industries are sell- 
ing below the worst prices touched 
at mid-year, 1932, which is gen- 
erally accepted as marking the end 
of the “bear market.” 


The Record of the Groups 


The accompanying earnings and 
market record for a few of the im- 
portant stocks in the major groups 
provides a number of interesting 
ease histories to support the theories 
outlined in the earlier articles in this 
series. Stocks of a few companies 
operating in industries enjoying an 


upward trend so strong as to combat 
successfully the adverse influences of 
an extremely severe general business 
depression are selling at prices ma- 
terially higher than the 1929 tops 
while those in individual down-trend 
groups have not shared in the rather 
substantial general recovery which 
has taken place since 1932. Busi- 
ness cycle stocks have, in general, 
recovered a fair part of their de- 
pression losses, reflecting a partial 
restoration of earning power. How- 
ever, in this group, several sub- 
divisions should be made in order to 
provide a good basis for stock se- 
lections, since time factors vary 
greatly. The heavy industries, not- 
ably steel, have recovered most 
slowly, whereas others in this group, 
such as the automobile industry and 
some of the “inventory stocks” 
(discussed in last week’s article) 
have experienced a relatively quick 
“come-back.” With relatively few 
exceptions, the members of the busi- 
ness cycle group need further sub- 
stantial expansion of business in 
order to realize profits which, on 
any reasonable basis, might be con- 
sidered normal. This naturally sug- 
gests that many of the best pos- 
sibilities for long term capital 
enhancement are to be found in the 
stocks in this group. 

A few of the companies whose 
earnings were so remarkably stable 
during the depression years as easily 
to qualify them for inclusion in 


EARNINGS AND MARKET PRICES OF “GROUP” STOCKS 


Common Stock Statistics 


Earnings Per Share 


= Market Price 1934 
(1) Individual Trend 1929 1932. «1933. «9 Mos. Price Range 
Compan Year High Low High Low 
Consolidated Gas of N. $4 81 $4 08 $3 32 a$2_30 182 31% 4734 «618% 
D5 21 ..... .. 8334 3 1844 7% 
bl 04 b0 09 b0 64 bl 07 19% 234 214% 
1 42 0.52 3 23 4.11 58 13 c31% 
(2) Business Cycle 
ck 7.83 D3 09 DO 36s e354 174% 3 175410 
494 D2 58 2 78 2.17 135 5 2% 
16 70 D3 66 il 160 834 4544 1834 
U. S. Steel 21.19. Dil 09 D709 =D3.49 26134 214% 2% 
(3) Stable inne 
4.19 3.76 3.82 46 81% «18 7054 46% 
£4.22 3.35 £4.89 £3.71 51% 23 61 45 
en 7.65 4.72 4.06 4.14 143% 43 73% 48% 
7 82 6.85 4.84 -92 324% 110 73 
(4) Pyramided 
Gas 0.59 D1 73 +5 88 24334 73% 17 3% 
(Barnings from interest and dividends only on United Founders) 
a-!2 months ended September 30. b-Fiscal Find ended September 30. c-Stock split 3-for-! in November, 1933. D-Deficit. 


e-Six months ended June 30. f-Fiscal year end 


October 31. Sener Si in 1929. h-Fiscal year ended November 30. 
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argument for certain 


group (3) are included in the accom- 
panying tabulation. Despite their 
good earnings record (which in most 
cases resulted in a steady dividend 
record), some of these stocks sold off 
very sharply in the bear market 
years, although the deflation was by 
no means as marked as in the case 
of the great majority of the business 
cycle stocks. The explanation can be 
found only in the fact that the gen- 
eral pressure of widespread neces- 
sitous liquidation, plus a certain 
amount of unnecessary selling based 
only upon unreasonable fears, drags 
down even the best class of securities 
in the more acute stages of a bear 
market. Such periods naturally 
offer great opportunities, not only 
for speculators, but also for far- 
seeing investors who wish to pick up 
sound income producing securities at 
bargain prices. 

One of the most interesting phe- 
nomena of the stock market re- 
coveries which have occurred since 
the spring of 1932 is the failure of 
stocks of highly pyramided com- 
panies to participate in the advances 
to any great degree. Theoretically 
(and this was used widely as a sales 
investment 
trust and holding company shares), 
the high leverage factor in these 
situations should bring about very 
sharp recoveries in such equities in 
periods of rebound from depression 
extremes. The record shows that 
too much pyramiding completely 
destroys the potency of the theoreti- 
cal leverage. 


Tax Clouds Gather 
for Chain Stores 


T THE close of last year, 17 

states were levying discrimina- 
tory taxes against chain stores 
either according to the size of the 
organization under one ownership, 
or the number of stores, and a gen- 
eral gross sales tax was applied in 
20 states. In addition, local ordi- 
nances in more than 23 municipali- 
ties singled out chains for special 
levies. 

Since the legislatures of 43 states 
are now meeting or will meet in 
1935 in regular session and the sub- 
stantial majority are in need of new 
sources of revenue, it is expected 
that the trend of chain store taxes 
will increase further before the year- 
end. It is probably true that the 
chief concern of the states at present 
is for legislation which will most 
effectively yield adequate financial 
returns and that consequently regu- 
latory laws which produce only com- 
paratively small revenues are not 
being given as wide consideration 
as in the past. And there is little 
doubt that the gross sales tax has 
been the more desirable since some 
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28 states now have under considera- 
tion such a plan and in the states 
where the tax is now in effect, efforts 
are being made to increase existing 
rates, 

It is chiefly in the agrarian states 
that discriminatory taxes against the 
chains have been enacted and some 
of the measures constitute a serious 
threat to the existence of the chains. 
Possibly the most extreme levies are 
in Louisiana, Vermont, Minnesota 
and Idaho. The measures in the 
former two states are being vigor- 
ously contested by the chain stores, 
but thus far the efforts to combat 
the trend have shown a decided lack 
of understanding of the problem. 

The Louisiana law, enacted last 
July, may be regarded as the most 
radical. The state classifies the 
chains according to the number of 
units operated under one ownership, 
regardless of the stores operating in 
Louisiana. A graduated tax is levied 
according to the classification and it 
works out so that a chain which 
operates over 500 units of which 25 
are located in Louisiana is taxed 
$550 per unit. In Idaho there is a 
graduated tax of $500 on each store 
over 19. Measures in several other 
states are about as drastic and when 
it is realized that few units manage 
to earn in excess of $1,000 per 
annum on the average, the tax is 
practically confiscatory. 

It has been possible to pass on a 
portion of the increased levies in 
some localities where competitive 
conditions permit and prospects are 
that where no discriminatory taxes 
are levied, the chains may be able 
to maintain present profit margins 
fairly well. It is important to note 
that thus far the eastern states and 
California have been free from di- 
rect chain store taxation and the 
possibilities of legislation in the im- 
mediate future are slight. 


What About Chain Store Stocks? 


The threat of further discrimina- 
tory taxation, which has been height- 
ened by the recent Supreme Court 
ruling in the West Virginia chain 
store case, in combination with other 
factors of uncertainty in the outlook 
does not provide the basis for with- 
drawing from all chain store equi- 
ties, but caution should be exercised 
in considering the relative attractive- 
ness of the group. Longer term 
holdings in such issues as Penney, 
First National Stores, W. T. Grant, 
American Stores and the mail order 
stocks should be retained as among 
the more desirable means of repre- 
sentation in the field and preference 


should be accorded to these issues in- 


portfolios. However, there appears 
no reason for haste in adding to 
holdings since appreciation possibili- 
ties are generally limited by the 
relationship between present market 
prices and probable 1935 earnings. 
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Steels Showing Profits— 


Which Shares 


Are Favored? 


Expansion of operations in recent weeks has brought 

the industry to or beyond the profit point. Some units, 

of course, are more advantageously situated than others 
and not all companies appear attractive. 


AST week's operating rate in the 

steel industry of nearly 55 per 
cent of capacity represented an an- 
nual rate of production of about 37 
million gross tons. This rate is 67 
per cent of the peak yearly output 
of 1929 and over 80 per cent of the 
average for the relatively active 
seven-year period from 1923 to 1929, 
inclusive. 

According to the seasonal experi- 
ence of the period from 1925 to 1928, 
which is most often used as a cri- 
terion, the January-February output 
usually runs about 6 per cent above 
the rate for the year as a whole. If 
this year should follow a_ similar 
trend (which it probably will not ex- 
actly do), its output of close to 35 
million tons would represent a gain 
of 40 per cent over 1934 and nearly 
77 per cent of the 1923-29 period. 


An Encouraging Showing 


Thus the current showing is very 
encouraging with respect to opera- 
tions, but by no means in the same 
proportion with respect to compar- 
ative earnings. U. S. Steel, repre- 
senting about 40 per cent of the 
industry, earned an average of $114 
millions per annum after interest 
and other charges in the seven-year 
period 1923-29. In the second quar- 
ter of last year, with operations at 
practically the same annual rate 
which now prevails, the company 
earned only $5.3 miliions, less than 
19 per cent of the annual rate of the 
earlier period. 

Part of the explanation of the poor 
earnings relationship is found in the 
inevitable increase in overhead bur- 
den per unit of output when opera- 
tions decline, resulting from the 
heavy fixed investment that is char- 
acteristic of the steel industry. But 
of greater significance are the lower 
level of finished steel prices and the 
higher costs resulting 
from the NRA. The 
level of finished steel 
prices during the 
second quarter of 1954 
was 113 per cent below 
the average for the 
1923-29 period, and the 
current level is 123 per 
cent below it. A par- § = 
tial offset to the effects QS 
of the lower quoted 
prices is now found 
in the elimination of 
price concessions and 


N 
J 


‘ 


fuller enforcement of price extras 
since the adoption of the NRA code. 
Wage rates now approximate 1929 
levels on an hourly basis and it ap- 
pears improbable that any further 
substantial advances will be granted 
to labor this year. Thus operating 
margins are little if any lower than 
a year ago. 

The present level of operations has 
been attained by an unusually sharp 
rise from the low rate of last Sep- 
tember when a weekly rate of only 
18.4 per cent of capacity was re- 
corded. Monthly average rates since 
then have been as follows: 


September .22.74% December .35.26% 
October ...24.59 January .*46.4 
November .27.76 


*Estimated. 


The automotive industry, which 
took over 20 per cent of total steel 
output last year, has been an im- 
portant factor in this advance, its 
production having expanded from 
80,100 units last November to 185,- 
000 in December and an estimated 
280,000 for January. Steel takings 
by this industry, however, have prob- 
ably reached their peak rate, and 
their seasonal decline must be offset 
by expansion in demand from the 
railroads and the construction in- 
dustry if operations are to be main- 
tained on a profitable basis as the 
year progresses. Such a develop- 
ment is a reasonable probability and 
demand from miscellaneous sources 
has been in encouraging volume. 


Selecting Steel Stocks 


Substantial profits for the entire 
industry are not in inimediate pros- 
pect and cannot be achieved with- 
out further material expansion in 
volume. Nevertheless, the favorable 
‘trend of the past two years is being 
continued and the securities of the 
well entrenched and financially sound 
steel companies afford 
long pull attraction 
justifying representa- 
tion in diversified port- 
folios. Among the 
sounder and more con- 
servative issues may be 
included National Steel, 
Inland Steel and U. S. 
Steel preferred; and 
for more speculative 
purposes American 
Rolling Mill, Bethle- 
hem, Crucible, Ludlum, 
and Republic. 
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4 Holding Companies — 


4 Operating Companies — 


The Administration Draws 
A Sharp Distinction 


And declares that holders of public utility operating 
company mortgage bonds have cause for concern’; 
currently, a few such issues look promising. 


utility holding companies 
are one thing; public utility oper- 
ating companies are another. That 
distinction the Roosevelt administra- 
tion has made—and clearly. Holding 
companies, so the Administration 
charges, have committed all manner 
of abuses; but the alleged sins of 
the parents are not to be visited upon 
the children. 


A Potent Warning 


In short, the Administration, 
simultaneous with its declaration 
that holding companies must be 
regulated—if not eliminated—has 
asserted that investors in the under- 
lying securities of well-run operating 
companies have nothing to fear. To 
use the precise words uf the Admin- 
istration: 


. Holders of life insurance 
policies and depositors in savings 
banks have no cause for concefn 
regarding that part of the assets 
of such institutions invested in 
electric utility bonds. Widows and 
orphans and other beneficiaries of 
estates likewise are secure, pro- 
vided the executors and trustees of 
such estates conformed to the legal 
requirements which states 
have established for such fiduciary 
officers and have invested the funds 
intrusted to their supervision in 
the securities of operating com- 
panies and not in stocks and deben- 
tures of holding companies or 
so-called investment trusts.” (From 
Report of Federal Power Commis- 
sion to the President.) 


If that be so, the underlying 
obligations of well-intrenched oper- 
ating companies appear to be in a 
position to respond marketwise to 


any further upturn in business, for . 


two reasons: (1) consumption of 


industrial electric power and gas 
will mount; (2) domestic takings 
will increase with a rise in mass 
purchasing power; also collections 
will improve. 

But the balance does not sway 
entirely on the constructive side. 
Even though the administration is 
not adopting a condemnatory attitude 
toward the operating companies, the 
fundamental policy of the Govern- 
ment toward utility companies gen- 
erates disquiet. So long as political 
pressure for reduced rates continues, 
the earnings of even the strongest 
operating companies are threatened. 
Moreover, the effort to “prove” what 
are just rates is a disturbing in- 
fluence. The Tennessee Valley Au- 
thority experiment is a case in point. 


In that instance, the Government Is 
trying to establish so-called “yard- 
stick” rates—with the aid of low- 
cost government money and unbur- 
dened by the onerous taxes that 
private utilities must carry. 
Consequently, even though the 
Government says with one breath 
that utility operating companies are 
“sound,” its next breath, dragonlike, 
pollutes the issue, For if the Govern- 
ment is to determine a “yardstick” 
rate by means of a subsidy, it will 
tend to undermine the rate struc- 
tures of private utility enterprise. 
Despite the apparent paradox be- 
tween the Government’s spoken 
attitude that operating companies 
are sound and its concrete actions 
toward forcing rates down there still 
remains a fair margin of safety for 
investors in underlying obligations 
of strong operating companies. Even 
if rates are reduced, fixed charges 
in many instances are safeguarded 
by substantial earnings, present and 
potential. On that basis, first mort- 
gage bonds of some leading operating 
companies, now selling below par on 
the New York Curb Exchange, offer 
a fair yield and an opportunity for 
moderate profit for those prepared 
to assume the risks of a market 
dominated by political influences. 


4 Atlas Powder— 


Regains Its Earnings Stride 


Following three years of unprofitable operations, Atlas 
Powder scored a sharp come-back in 1934, thus indi- 
cating that earnings are once more on the upgrade. 


ESPITE the fact that industrial 

demand for explosives contin- 
ued to scrape bottom in reflection of 
the retarded recovery of the heavy 
industries last year, Atlas Powder 
was able to lift sales and earnings 
to the highest levels since 1930. As 
one of the country’s largest manu- 
facturers of dynamite, blasting caps 
and the like, the company accom- 
plished this feat largely because of 
the heavy expenditures by the Gov- 
ernment for public works, road 
building, and dam_ construction. 
Now with further outlays for new 


PUBLIC UTILITY OPERATING COMPANY BONDS 


(Figures on funded debt and valu- Alabama Georgia 
ation, as of Dec. 31, 1933— Power Power 


000,000 omitted) Ist 5s Ist 5s, 
1946 1967 
-unt Outstanding........... $10.2 $102.9 
Total Funded Debt............ 96.9 120.0 
{Property valuation.. .......... 183.5 261.6 
Fixed charges—Times Earned: 
Current Income............... 5.26% 5.88% 
Yield to Maturity............. 5.65 6.07 
Top holding company.......... C’w'lth C'w'lth 
43 & So. & So. 


New York 


Memphis Mississippi Carolina Arizona 
Pr. & Lt. Power P. & L. Lt. & 
Ist 4s. Ist 5s, Ist 5s, Ist 5s, Ist 5s, 
1967 948 1955 1956 1960 
$66.0 $10.0 $11.9 $38.5 $7.5 
66.9 15.3 12.1 46.0 7.5 
131.5 31.2 35.9 93.8 119 
t1.61 *2.00 *1.53 *1.51 *1.64 
1.82 *2.09 *1.25 *1.34 *1.72 
72% 520; 14% 329% 
482° 575 8.04 5.85. 
Niagara Nat’! C’w'lth Nat’l Amer. 
Hudson P. & L. & So. & L. 


*12 mos. ended Nov. 30. +12 mos. ended Sept. 30. As shown by company’s balance sheet. 
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Federal building assured for 1935 
and the possibility of increased sales 
to the building, mining, quarrying 
and extractive industries, another 
profitable year should be ahead. 
The gain of around 30 per cent in 
dollar volume last year enabled Atlas 
Powder to expand net income by 
about 60 per cent and report earn- 
ings of $2.49 a share, against 74 
cents in 1933. This impressive im- 
provement permitted the company to 
establish a dividend of $2 annually. 


Financial Position Strong 


On December 31, 1934, current as- 
sets of $10.1 millions, including $5.4 
millions of cash and marketable se- 
curities, compared with current lia- 
bilities of $731,011. A year earlier 
current assets were $9.5 millions, 
including cash and securities of $4.8 
millions, against current liabilities 
of $589,465. This strong cash posi- 
tion justifies a generous dividend 
policy as the company has no funded 
debt and only 83,765 shares of 6 per 
cent cumulative preferred ahead of 
the 249,979 no par common shares. 

Atlas Powder has been subject 
from time to time in the past sev- 
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eral months to the same onslaughts 
on the “munition” stocks which 
have come as a result of the Wash- 
ington inquiry, but strangely enough 
the company manufactures no mili- 
tary explosives, its assistance to the 
Government during the war having 
been in the chemical field. During 
the past few years the line of prod- 
ucts has been diversified by the ex- 
pansion of the cellulose division, 
which manufactures lacquer and 
leather cloth, pyroxylin and rubber 
coated fabrics. This business was 
initially unprofitable, but began to 
show a profit in 1933 and promises 
the possibility of larger revenues in 
the future. 

With 80 per cent of its total sales 
volume accounted for by powder and 
supplies, however, Atlas will con- 
tinue to depend for its revenues upon 
the sale of explosives for heavy 
construction, mining and quarrying. 
The common stock affords an oppor- 
tunity to share not only in the large 
expenditures now being made for 
public works but in the revival of 
the extractive industries. Selling 
around 40, the stock offers long term 
speculative possibilities for patient 
holders as well as a yield of 5 per 
cent on the basis of the present $2 
annual dividend. 


Will the 
Exchange Accept? 


HERE is a wide split in the 

membership of the New York 
Stock Exchange concerning whether 
it should accept the rulings of the 
Securities & Exchange Commission 
upon how it should be managed. The 
question it must decide is whether 
it should continue the regulations 
under which it has operated for so 
many years or let an outside body 
sit in and tell it how it should run 
its business. 

The Exchange has operated along 
the lines of an exclusive club. In 
this form it can discipline its mem- 
bers without their having any resort 
to legal review and under this system 
has succeeded in maintaining a high 
degree of financial stability. Among 
a certain element, very much in the 
minority among the members, this 
firm control has aroused some com- 
plaint. The pressure for expansion 
to permit a broader control ema- 
nates largely from this quarter. 

There are many constitutional 
lawyers who declare the SEC rulings 
cannot be forced upon it if the Ex- 
change should balk against the sug- 
gestions of the Commission. 

The Exchange is incorporated un- 
der the laws of the state of New 
York and therefore it is seriously 
questioned whether the Federal 
Government has the legal right to 
impose any regulations on it that 
seek a control over its membership. 
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4 Electric Bond & Share — 


A Bloodless Verdict 


Selling to yield 15 per cent from a dividend which is 
being fully earned—and has been maintained through- 
out the depression—Electric Bond & Share preferreds 


reflect the apathy toward 


F ever the stock market has given 

a bloodless verdict, it is doing so 
now in its evaluation of the pre- 
ferred stocks of Electric Bond & 
Share Company. Every item in the 
company’s balance sheet has been put 
through a mangle. There is no 
allowance for managerial skill, for 
possible improvement in utility com- 
pany earnings and hence an increase 
in the company’s income from in- 
vestments, and there is not the 
slightest nod toward the company’s 
record of payment of preferred divi- 
dends consistently during the depres- 
sion. Instead, the bloodless verdict 
of the marketplace is on a strictly 
cash basis, and an ultra-conservative 
one at that. That’s what it is to be 
a public utility holding company. 

As of September 30, 1934, Bond & 
Share had outstanding 1,155,655 
shares of $6 preferred and 300,000 
shares of $5 preferred. Both issues 
rank equally, are the senior obliga- 
tions of the enterprise, are cumula- 
tive as to dividends, are entitled to 
$100 a share in liquidation, and are 
callable on 30 days’ notice at $110 
and accrued dividends. But all those 
safeguards go by the boards at cur- 
rent market prices of approximately 
$40 and $37 a share respectively. At 
those quotations, the total value 
placed on the preferred issues is 
$57,326,200. Yet, the company’s 
cash alone is equivalent to more than 
one-half that sum; and liquid assets 
(assuming marketability for large 
blocks of shares of associated com- 
panies) are well over twice that 
amount. 


Ferreting the Finances 


Here are some pertinent statistics 
from the September 30, 1934, 
balance sheet: Current assets, $42.7 
millions (of which $38 millions was 
cash or bank deposits); miscellane- 
ous securities, at market, $4.4 mil- 
lions; bonds of associated companies 
(approximate market), $4.7 millions. 
Total: $51.8 millions. 

Against that, put current liabili- 
ties of $3.6 millions, and the quick 
assets of the company amuvunt to 
$48.3 millions, or 84 per cent of the 
value the market puts on the pre- 
ferred issues. But that hardly takes 
into account the greatest asset of the 
company, carried in the balance sheet 
at $402.1 millions, and listed as 
‘preferred and common stocks of as- 
sociated companies.” 


utility holding companies. 


Now, that $400 million item is an 
over-statement. At market, those 
securities were worth only $105.1 
millions. And presumably, because 
they represent large, almost un- 
wieldy blocks, they could not be 
readily liquidated. But assuredly, 
they would bring something—a very 
substantial something—even at 
forced sale, If they brought only 
10 per cent—a perfectly absurd 
figure—the total liquid assets behind 
the preferred shares would be 
greater than their current market. 
The liquid assets would then be: 
$48.3 millions plus $10.5 millions, or 
$58.8 millions, as against the cur- 
rent market quotation of $57.3 mil- 
lions. 


In Event of Liquidation ... 


The last calculation indicates the 
length to which fear carries in- 
vestors—fear lest the Government 
ruin the utilities and abolish holding 
companies. Assuming the worst were 
to come, which is assuming a great 
deal, Electric Bond & Share would 
still have its substantial cash assets, 
it would still be able to realize on 
the stocks of its associated com- 
panies, and assets not readily dis- 
posable could be distributed to stock- 
holders directly. The structure is 
not so complicated that it cannot be 
unwound. 

Moreover, all the above calcula- 
tions are based on a ridiculous 
realizable value of only 10 per cent 
of the market value of the Bond & 
Share holdings of stocks in its as- 
sociated companies. No account has 
been taken of the company’s advances 
of $43.4 millions to American & 
Foreign Power and $25.9 millions to 
United Gas Corporation, and of hold- 
ings of $20 millions of debentures of 
the Cuban Electric Company. They 
count for something—but not 
marketwise, apparently. 
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PASSING 


IMPRESSIONS 


By EUGENE KATZ 


The social-security program will 


Economie doubtless undergo many changes be- 
Safet fore it becomes law. These alterations 
Rea om are likely to be in the nature of more 


liberal disbursements, not because they 
are not already liberal but because open 
liberality is the mood of Congress. The earliest effec- 
tive date of any of the provisions is January 1, 1936, 
and contributions will continue on an increasing scale 
to 1957. Employers and employees, Federal and State 
governments will share the burden. 

In the matter of unemployment insurance, the original 
draft is so worded that the employee may or may not 
be asked to contribute. Other countries that have 
created unemployment funds have learned that its opera- 
tion is of no public interest, and they do not in fact 
operate successfully, unless workers are compelled to 
contribute to them. If they contribute they are in 
effect saving against the possibility of their needing 
the money later. The tax on payrolls will range from 
1 per cent in 1936 to 3 per cent in 1938. The Govern- 
ment will contribute $49 millions from that year on. 

Old-age benefits will begin in 1937 and run to 1957, 
costing the Government $50 millions the first year and 
$125 millions a year thereafter. The tax on payrolls 
will be shared by employer and employee and will range 
from 1 per cent in 1937 to 5 per cent in 1957, increasing 
1 per cent in every five-year period. With the addition 
of funds for dependent children and public health 
the total of Federal contributions will aggregate $218 
millions annually for some years and by 1980 will reach 
$1.3 billion annually. 


The question of whether a nation’s 

4 Per Cent Character will be improved or impaired 
—_ by such wholesale assurance of eco- 
nomic security is a debatable one. The 
fact that a man knows he will be taken 
care of when he becomes unemployed 
might make him indifferent to whether or not he has 
employment. The fact that he is sure of protection in 
old age might make him indifferent to conventional 
methods of saving or it might make him all the more 
eager to save in order to avoid even partial public 
charity, for charity might in time become a stigma. 

How this gigantic scheme will affect the business 
situation of the country and particularly the net profits 
of corporations is of interest here. At the high point, 
and it is already being hinted that it might be necessary 
to raise the earlier percentages, it will cost a corpora- 
tion 14 per cent of its payroll for the unemployment 
fund (and possibly a full 3 per cent) and 24 per cent 
for the old-age pension fund. These percentages are 
net to the corporations. It would mean about $1 a 
share on the common stock of Steel, 23 cents on General 
Motors and 8 cents on General Electric. 

Unless the program is altered to comprise payrolls 
in their relation to cash turnover, the stocks of cor- 
porations which employ relatively few people in pro- 
portion to sales will be in the most strategic position to 
minimize their contributions. Such would be the 
tobacco and cigarette companies, patent medicines and 
toilet goods, chemicals and meat packing, and most 
advertised trade-marked articles. The heavy industries, 
whose normal employment is large, would fare less well. 


Extra 
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Mr. Eastman of the Interstate Com- 


railroad managements to a_ serious 

a, realization of their financial condition 
ilroa 


by public criticism of their policies, 
having exhausted such possibilities as 
lie in private conversations and official memoranda. No 
bureau beagle is more persistently on the trail of his 
wards than is Mr. Eastman. 

Railroad men are a particularly hard aggregation 
to deal with. Most of them have had no experience 
outside of railroading. They may be ever so competent 
as railroad men and know nothing whatever about the 
business of business. Their viewpoint is that of the 
life-long salaried executive who cannot be easily deposed. 
If they are the heads of successful railroads it is diffi- 
cult for the Commissioner to deal with them at all, and 
if the heads of unsuccessful roads there isn’t much he 
can do with or for them except to authorize their fur- 
ther borrowings. It is hard to get them to think and 
act in unison. They are individualists living in and on 
the glory of their roads, though that glory be fading. 

The lines of business that have shown the least re- 
covery are the building trades, the heavy industries, 
and railroad passenger traffic. The former have learned 
to cut their losses by holding down miscellaneous ex- 
penses; the latter seem not to have learned how to do 
that, and it is for this that Mr. Eastman rebukes them. 
Of course, railroads are a sort of public utility and 
the football of politicians and labor unions, 


Commissioner Eastman pleads with 


Lower the railroads to economize as a duty to 
Ronen, their security holders and to forestall 

government ownership. He points out 
Urged that in four years of the depression 


the Class I railroads spent $85 millions 
for miscellaneous services not connected with opera- 
tion, and if branch ticket offices were included the total 
would be $100 millions. Such a sum would pay a year’s 
interest on $2 billions of funded debt. 

The New York Central, which is not covering its 
fixed charges, paid the American Express Company 
$687,000 for “services as foreign agent” while the Penn- 
sylvania, still in the black, paid $70,000 and the Erie 
$46,000. Special legal fees of all the roads were $11 
millions in addition to about $20 millions for main- 
tenance of regular law departments. Advertising cost 
$23 millions, contributions to “associations and bureaus” 
$22 millions and “miscellaneous unclassified” $9 mil- 
lions. 

In addition to stopping waste, Mr. Eastman believes 
that the roads can rehabilitate themselves largely 
through their passenger service, for that has shown 
larger losses than freight traffic. The passenger de- 
partment lost $200 millions in 1933 but improved by 25 
per cent in 1934. He asks the roads to modernize 
their service and to offer varying types of service rang- 
ing from 14 cents to 5 cents a mile, according to the 
speed and luxury of the train. 

The main purpose of the fare reduction is to attract 
those now traveling by motor. As motor travel costs 
around 14 cents a mile per person if five or more are 
traveling, perhaps a flat reduction to 1 cent a mile 
would fill the railroad coaches. 
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1935 Automobile Race 
Off to a Good Start 


The December-January production figures of leading 

motor manufacturers afford the first indication of what 

may happen in 1935. Which of the automotive stocks 
offer the most attractive possibilities? 


NE swallow doesn’t make a 

summer nor production 
trends for only two months reliable 
indicia of earnings results for a full 
year—in the automobile or other 
fields of business. Nevertheless, De- 
cember-January figures covering the 
more important automobile com- 
panies furnish interesting material 
for study, as well as afford a start- 
ing point for a continuing examina- 
tion over the coming six or seven 
months. Of course, production is one 
thing and sales quite another, but 
our major companies have had suffi- 
cient experience to prevent them 
from turning out cars on nothing 
more than hopes. Over a reasonable 
period, output is an adequate reflec- 
tion of dealers’ sales trends. 


The Trends of Production 


Rumors that Chevrolet (General 
Motors’ most profitable division) has 
been running into production diffi- 
culties through inability to secure 
sufficient parts appear to be sup- 
ported by the December-January 
estimates, which place outturn at 
only 36,550 units as against 41,000 
for the same period a year ago. Gen- 
eral Motors as a whole materially 
improved upon its production of De- 
cember-January, 1933-34, with a 
total of 85,400 as against 67,600. 
Nash is doing little better than hold- 
ing its own, with 8,700 against 8,150, 
and Packard’s 1,265 units in the two 
months just passed compare with 
1,590 a year ago. Auburn’s output 
for the two months was around 
1,650; a year ago its plants were 
shut down. Hupp appears to have 
about doubled its expectations of 
future sales, with production of 927 
units against 435, but its aggregate 


| 
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level still remains exceedingly low. 

One of the best production gains 
is being registered by Hudson, with 
nearly 16,700 units estimated for the 
two months as against only 4,500, 
but this company has habitually re- 
quired a substantial volume of busi- 
ness for the realization of any 
profits. and it is probable that even 
greater sales improvement will be 
necessary if results for this year are 
to be in the black. 

Ford may or «aay not be slipping. 
Production estimates in this case are 
likely to be none too dependable, and 
furthermore Mr. Ford’s operations in 


the past have often been charac- 
terized by erratic production sched- 
ules. At any rate. he appears to have 
turned out only around 95,000 units 
for the two months as compared with 
105,000 a year ago. Getting to 
Chrysler. it is found that very 
gratifying further progress is being 
made. Total output for the period 
is estimated at nearly 128.000 units 
against 37,300 for December-Janu- 
ary. 1933-34. All of Chrysler's divi- 
sions have shown improvement, with 
a very wide advance registered by 
the profitable Plymouth. Latter 
turned out an estimated 77,500 units 
during the past two months as 
against 21.000 a vear ago, and this 
unit appears to be capturing an in- 
creasingly large share of the low 
priced field. 

On the basis of the figures so far 
available, there appears no reason 
for changing the opinion that Chrys- 
ler and General Motors still seem to 
offer the most promising security 
representations in the automobile in- 
dustry for 1935. 


1,400 Cigarettes per Capita 


A review of the record of the cigarette manufacturers 
during 1934 serves as a basis for an estimate of the 
outlook for the industry. 


NEW high mark in consumption 

of manufactured cigarettes was 
established last year with a produc- 
tion of 125,712 millions, a gain of 
12.5 per cent over 1933 and 1.5 per 
cent more than the previous record 
of 123,802 millions attained in 1930. 
To this must be added the “roll-vour- 
owns,” of which an estimated 50 
billions were consumed last year 
based on government tax receipts on 
sales of cigarette papers. The total 
comes to the formidable figure of 
175 billion cigarettes, equivalent to 
1,400 per capita or almost 4 cigar- 
ettes per day per person in the 
United States. 


Cross-Currents in 1934. 


In addition to an increase in vol- 
ume, manufacturers last year had 
the advantage of a stable price 
situation with minimum price mark- 
ups on retail sales regulated by the 
NRA code. On the other hand, raw 
tobacco prices during 1934 advanced 
rather sharply and were from 50 to 
60 per cent above the 1933 quota- 
tions; but because inventories must 
be aged these increases are not re- 
flected in last year’s earnings and 
reports published so far make in the 
aggregate a satisfactory showing. 
For the current year, however, these 
higher raw material prices will ma- 
terially increase production costs 
and affect earnings prospects unless 
counteracted by higher cigarette 
prices or a reduction or complete 


elimination of the burdensome pro- 
cessing tax. Legal justification for 
those taxes apparently has disap- 
peared since tobacco prices advanced 
above the “parity” price. 

The size of the roll-your-own mar- 
ket indicates possibilities for sub- 
stantial gains in volume for machine 
made cigarettes. In addition the 
competition offered the popular 
priced brands by the ten centers 
has been practically eliminated by 
prevailing tobaceo prices. Thus gen- 
eral prospects for 1935 for the lead- 
ing cigarette manufacturers appear 
promising, much depending of course 
upon the outcome of the processing 
tax problem which, unfortunately, 
must be decided before a_ political 
tribunal. 


An Old Timer 


HIS subscriber was born in 1847. 

In taking advantage of the Confi- 
dential Advice Privilege which we 
give to yearly subscribers, Mr. W. 
E. Hooper, Box 74, Harbor Springs, 
Michigan, added the following inter- 
esting postscript. 


“lam probably your oldest sub- 
scriber. Permit me to say that | 
was born March 28, 1847.” 


We certainly hope that Mr. Hooper 
will round out the century mark 
and that he will continue to read 
each issue of The Financial World 
until that time. 
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VALUABLE. FOR. 
FUTURE REFERENCE. 


United Electric Coal Companies 


[MPORTANT low cost producer of bitumi- 
nous coal. Reserves estimated at 80 million 
tons, located principally in Illinois. Open pit, 
or strip, method of mining with huge elec- 
trically operated shovels makes for low costs and flexibility. 
It is especially advantageous in periods of rising costs, in- 
cluding wages, that labor costs per ton of output are con- 
siderably lower than in underground mining methods. 

Management is capable and experienced and has done 
original work in developing mining methods. 

Capital structure relatively simple. Funded debt (in- 
cluding certain notes payable) $2.8 millions; no preferred 
stock; 306,000 shares of no par common stock. 

Financial position weak. 
Net working capital July 31, 
1934, $29,060; cash $10,310; 
— working capital ratio 1.05-to-1. 
_ = Book value of common $15.21 

SUS wigs} per share. 


Dividends on the old $7 and 
0 
$ 


No. 24i 


UNITED ELECTRIC COAL 


$6 preferred stocks paid in full 

ain to their redemption in 1929 

1927 1928 1929 1930 1931 1932 1933 1934 and 1932 respectively. Last 

common dividend was 75 cents, 
paid September 1, 1929. 

The industry is subject to 
the fundamental adverse factors of overdeveloped capacity 
and encroachment of other fuel and power sources. 

The stock is highly speculative. Appraisal Rating: D+. 


RECENT QUARTERLY EARNINGS PER SHARE: 


Earnings for fiscal years 


—1932— 1933 1934 
Oct. 31 Jan. 31 Apr. 30 July 3: Oct. 31 Jan. 31 Apr. 30 July 31 Oct. 31 
$0.15 D$0.08 D$0.21 D$0.32 D$O.09 $0.07 D$0.06 D$0.34 D$0.05 
Wilson & Company, Inc. 


largest meat packer, sales 
volume. Successor to business originally 
established in 1853. Chief products are 
fresh beef, lamb, mutton, pork and veal. 
Also does substantial business in by-products and deriva- 
tives. Extensive distribution system. Relatively light 
advertising expenditures. 

Capable and experienced management. 

Capital structure fairly heavy. Funded debt $17.2 mil- 
lions; 227,248 shares of 7 per cent cumulative preferred 
($100 par); 313,236 shares of $5 cumulative (no par) 
class A, convertible share for share into common; 534,983 
shares of no par common. 

Financial position strong. 
Net working capital October 
27, 1934, $26 millions; cash 


3 
$3.1 millions; working capital Price Range 
ratio 4.1-to-1. Book value of 
class A, $61.86 per share, 
Common. 
Deficit per share $ | 


No. 242 


WILSON & COMPANY 


Common and class A have 
- received dividends since pres- $15 
ent company was incorporated 
in 1925. Preferred dividends 
lapsed in 1927 and payments 
in 1928 to 1931 inclusive did 
not clear up all arrears. Preferred received $7 during 
1934 and $1.75 per share in Jan., 1935, leaving arrears 
as of February 1, 1935, at $26.25 a share. Class A arrears 
on same date $21.25 a share. 

Low operating margins are characteristic of the indus- 
try; favorable and stable price relationships essential to 
substantial net income. Improvement in general business 
aids consumption. 

Under present conditions the class A and common are 
definitely speculative, and even the preferred cannot be 
given a high investment rating. Proposed recapitalization 
plan would give 1.4292 shares of new no par $6 preferred 
for each share of 7 per cent preferred; five shares of new 
common for each share of class A stock; one new common 
share for each old common share. Adoption of plan opposed 
by group of class A stockholders. 

Appraisal Rating of Common: C. Publishes earnings 
only once a year. Fiscal year ends late in October. 
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Earnings for fiscal years 
ended fos 


The American Ship Building Company 


ENGAGED in the ship construction and 

repair business in the Great Lakes dis- 
trict. Also maintains machinery departments 
and structural steel works for steel mills, 
blast furnaces and other plants. Grain shipment trade and 
companies engaged in hauling of iron ore are best 
customers, 

Under progressive and efficient management. 

Simple capital structure. No bonds; 628 shares of 7 
per cent non-cumulative $100 par preferred stock and 
128,238 shares of no par common stock. 

Strong financial position. Net working capital June 30, 
1934, $2 millions; cash $541,000; marketable securities 

_ $575,000. Working capital 
ratio: 8.7-to-1. Book value of 
common stock, $56.21 a share. 

Dividends disbursements 
liberal but irregular. Present 
$2 rate effective since 1933, 
compared with $3 in 1932 and 
$5 the previous year. 

Volume of shipping trade in 
the Great Lakes section most 
important earnings factor, 
especially transportation of 
iron ore, because companies 
engaged in this field also offer markets for company’s ma- 
chines and steel products not directly connected with the 
ship construction business. 

Stock essentially speculative although usually it offers a 
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AMER. SHIP BUILDING 


15 Price Range 


1 
y Earned per share 


Deficit per share 
1927 1928 1929 1930 1931 1932 1933 1934 


i 


Earnings for fiscal years 
ended June 


relatively satisfactory return. Appraisal Rating of 
Common: 

Publishes earnings once a year. Fiscal year ends 
June 30. 


Austin, Nichols & Company, Inc. 


A LEADING distributor of grocery prod- 
ucts in the New York metropolitan area, 
95 per cent of whose business is done with 
hotels, railroads, restaurants and steamships; 
remainder with independent grocers. In addition to distrib- 
uting, company maintains departments for processing, 
converting and packaging coffee, tea and cereals and can- 
ning and bottling a variety of other products, such as 
baked beans, olives, mayonnaise and so on. Following re- 
peal, entered liquor distributing field and now handles a 
well rounded line of domestic and imported spirits. 
Management has been devoting attention to integrating 
activities and eliminating unprofitable activities. 
Capital structure simple. No funded debt; 28,780 shares 
of $5 cumulative no par pre- 


No. 244 


ferred A stock; 125,880 shares AUSTIN, NICHOLS 
of no par common stock. 2 

Good financial position. Net [i Price Range 
working capital, April 30, [5 
1934, $2.1 millions; cash, $468,- | ° 
452. Working capital ratio: 
2.1-to-1. Book value of A 


Earned per share 0 
Deficit per share be 
stock $77.45 per share (en- sof 
titled in liquidation to $80 per ogo toon wear J 
share). Book value of com- Earnings for fiscal years 
mon, nil. ended April 30. 

Dividends have been erratic 
on the “A” stock; regular quarterly ret of $1.25 in- 
augurated August 1, 1934; arrears, February 1, 1935, 
amounted to 75 cents a share. No dividends have been paid 
on the present common shares. 

Company carries relatively large inventories and earn- 
ings depend to a large extent on stable commodity prices. 
Entry into field of wholesale distribution of fine wines and 
liquors has diversified the company’s business. 

The common stock is speculative. Appraisal Rating of 
Common: C+. 

Fiscal year ends April 30. Will henceforth publish 
interim earnings three times per year. 


RECENT SEMI-ANNUAL EARNINGS PER SHARE OF COMMON: 


-1933-——- —1934— 
Oct. 31 Apr. 30 Oct. 31 Apr. 30 


—-1930-—— 1S §- 
pr. 30 Oct. 31 Apr. 30 


Apr. 30 Oct. 31 Apr. 
$0.29 D$0.30 D$0.53 D$0.29 D$2.21 D$1.09 D$0.38 $0.03 $0.95 
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Bangot & Aroostook Railroad Company 


PERATES about 600 miles of railroad 

located entirely in the northern and 
eastern parts of the State of Maine; an 
\ independent system connecting with the 
Maine Central, Boston & Maine and New York, New Haven 
& Hartford. Serves extensive agricultural and forest 
regions, 

Able and experienced management. 

Bonds account for considerably more than half of capital- 
ization but capital structure is not seriously unbalanced. 
Bonds, $16.9 millions; preferred stock, 34,800 shares ($100 
par); common stock, 141,792 shares ($50 par). 

Strong financial position. Net working capital November 
, 380, 1934, $3.2 millions; cash, 
$2.5 millions. Working capital 


| No. 245 | 


BANGOR & AROOSTOOK R.R 


a ratio: 5.5-to-1. Book value of 
common, $95.19 per share. 
Regular dividends on pre- 
0 sa ferred stock since issuance; 
Earned per share] unbroken payments on com- 


s:] mon for many years at vary- 
ing rates. Current rate, $2.50 
per share. 
> The Bangor & Aroostook is 
generally known as the 
“potato road” since it is very 
largely dependent upon shipments of this commodity, serv- 
ing one of the most important potato growing areas in 
the country. Traffic depends primarily upon size of potato 
crop in Aroostook County, secondarily upon prices prevail- 
ing for this product, since price level has effect upon return 
traffic. Wood and paper shipments also important. One of 
the few railroads to report substantial earnings available 
for common stock in every year of the depression. 

Preferred stock has investment merit. Common stock 
semi-speculative but has greater measure of investment 
attributes than most railroad equities as evidenced by un- 
interrupted record of dividend payments. 

Operating statements monthly; detailed earnings re- 
ported only once a year. 

Appraisal Rating of Common: B+. 


1927 1928 1929 1930 1931 1932 1933 1934 


Adjusted to rights issued 
in 1929 


Canada Dry Ginger Ale, Inc. 


‘THE leading distributor of pale dry ginger 
ale in the United States, this company 
since the repeal of prohibition has branched 
out into the wholesale distribution of foreign 
and domestic liquors and alcoholic beverages, embracing 
wines, beers, whiskies and gin. In addition, the company 
includes as a supplemental line a variety of soft drinks. 

Management has been long identified with the company. 

Capital structure simple. No funded debt; no preferred 
stock; 512,531 shares of common stock ($5 par). 

Good financial position. Net working capital, September 
30, 1934, > millions; cash and marketable securities, $1.2 
million. orking capital ratio: 4.9-to-1. Book value of 
common, $14.15 per share. 

Liberal but erratic dividend 
record. Payments made in 125 


each year since 1925. Present |‘; Price Range 
rate, $1. 50 
Competition in pale dry |7 S 


ginger ale field has forced 
company to reduce prices of 
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CANADA ORY GINGER ALE 


its leading product in order to ~ ca...a_E 

hold its market. This con- 1927 1928 1929 1930 1931 1932 1933 1934 

tinues to be the dominant in- Earnings for fiscal years 

fluence on earnings. ended September 30 
The stock is obviously 

speculative. 


Appraisal Rating: C. Fiscal year ends September 30. 
“RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 


——-1932- 1933——- - 1934 
Sept. 30 Dee, 31 Mar. 31 June 30 Sept. 30 Dee. 31 Mar. 31 June 30 Sept. 30 
$0.08 $0.004 $0.17 $0.36 $0.36 $0.31 $0.20 $0.27 $0.09 


Chickasha Cotton Oil Company 


ONE of the leading producers of cotton- 
seed oil for distribution to food packers, 
soap manufacturers and the like, while 
related products, lint, felt, are sold to auto- 
mobile and furniture manufacturers for use in upholste 
and cake and meal to companies dealing in cattle feed. 
Distributes some feeds under brand names, but most 
products, including the edible oil, are sold directly to pro- 
cessors. Cotton gins are operated in Oklahoma and Texas. 
At present under management of men long associated 
with the company. However, most of the success of the 
business has been attributed to the individual efforts of the 
late president, R. K. Wooten, and the ability of the new 
officers has not yet been tested. 
Simplest capital structure. 
‘No bonds or preferred stock; 
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CHICKASHA COTTON Olt 


Benge 255,000 shares of $10 par capi- 
tal stock. 
0 $9 Strong financial sition. 


Net working capital June 30, 
r 1934, $4.3 millions; $3 millions 
cash. Working capital ratio: 
mon, .33 per share. 

edly from 1922 through 1930. 

Resumed 1933; present rate $2. 

Inventories have been favorably affected by increased 
price of competing oils and reduced cotton crop. However, 
profit margins are believed comparatively low since com- 
pany does not deal with the primary markets directly. 
Formerly considered a “one man” organization, degree of 
success under new management is chief doubtful factor. 

Stock is essentially speculative. Appraisal Rating: B. 
Fiscal year ends June 30 


RECENT SEMI-ANNUAL EARNINGS PER SHARE OF COMMON: 


Deficit per share 


—-1932— —--1933- —1934— 
Dec. 31 June 30 Dee. 31 June 30 
$0.79 $0.52 $2.55 $0.73 


Cuban-American Sugar Company 


ONE of the largest and most efficient 
No. 248 Cuban raw sugar producers. Also main- 
tains refining facilities in Cuba and Louisi- 
ana. Although productive capacity is 
almost twice refining capacity, company is forced to buy 
considerable portion of processing needs from outside be- 
cause of various restrictions on sugar growing. 

Management has carried company unimpaired through 
most trying period of industry. 

Satisfactory capital structure. Funded debt $2 millions; 
73,218 shares of $100 par 7 per cent cumulative preferred 
and 981,500 shares of $10 par common stock. 

Fair financial position. Net working capital September 30, 
1934, $11.6 millions; cash 
$227,000. Working capital 
ratio: Book of 
common, .28 per share. 

Irregular dividend record. 


Nothing paid on either issue Onset 


since 1929. Previously dis- $2 
bursements on preferred made eee. 
regularly since 1914, with wide 
pa one a in the common 1927 1928 1929 1930 193) 1932 1933 1934 
ividend. ; 

Control of production by 
Cuban Government and United 
States quota system are most important earnings factors. 
While these regulations restrict imports of refined sugar 
from its Cuban factories, through its American plant com- 
pany participates in benefits arising to domestic refiners. 

Both common and preferred are essentially speculative 
and subject to rather large price fluctuations. Appraisal 
Rating of Common: D+. Publishes earnings once a year. 
Fiscal year ends September 30. 


CUBAN AMERICAN SUGAR 


249—Delaware & Hudson 
250—Florsheim Shoe 
251—Great Northern Ore 


252—MclIntyre Porcupine 
253—A. G. Spalding 


254—Spencer Kellogg 
255—U. S. Pipe & Foundry 
256—United States Leather 


To Non-Subscribers: Reprints of previous “Factographs” will be sent on request if you subscribe now. 
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The Drug Law Threat 
Looms Again 


Of the 2,400-odd bills introduced at Congress the much 
revised food and drug bill stuck out like the sorest of 


sore thumbs. 


Does this indicate another period of 


uncertainty for the drug and cosmetic stocks? 


ORE than a year ago in an 

article entitled “A Threat to 
$11 Billions of Business” (FW, Nov. 
8, ’33), a discussion of the Adminis- 
tration’s plans to strengthen the food 
and drug laws of the country, as 
embodied in the proposals of Messrs. 
Tugwell and Copeland, prophesied 
that little could be expected of the 
drug, products and cosmetic shares 
while this sword of Damocles 
hung over the industry by two silken 
strands, as represented by the House 
and the Senate. And meager has 
been the progress of this group since 
then for while earnings have declined 
only moderately, the prices of the 
stocks have drifted in narrow ranges 
with yields from 6 to 10 per cent 
reflecting the apathy of investors 
toward the shares. 


The Old in New Dress? 


The food and drug bill which 
failed of enactment last year has 
been thoroughly overhauled in the 
new 44-page document which Sena- 
tor Copeland introduced early last 
month as his annual New Year’s 
resolution to cure the ills of the food 
and drug trade. The operation per- 
formed by the good Doctor’s deft 
fingers has so completely changed the 
structure of the bill that Professor 
Tugwell will probably not recognize 
his brainchild but the phrasing of 
several sections is strongly reminis- 
cent of some of the features which 
the drug and cosmetic manufac- 
turers found distasteful in the origi- 
nal bills. 

Although these aspects of the 
reconditioned bill will meet with 
little approval by the drug products 
trade there is one feature of the 
new proposal which provides a means 
of escape. The new bill still permits 
the Secretary of Agriculture to 
dictate the regulations but specifi- 
cally vests authority in the courts 
to restrain the Secretary by injunc- 
tions, temporary or permanent,“from 


enforcing any regulation if it is 
shown to be unreasonable, arbitrary, 
or capricious or not in accord with 
the law and that the petitioner will 
suffer substantial damage from its 
enforcement.” 

There are a number of indications 
that the new Copeland bill has 
already been fine-tooth combed by 
the Department of Agriculture and 
found acceptable and in addition it 
has the approval of the Food & Drug 
Administration. While there is no 
definite assurance that the bill will 
become a law in its present form, at 
the same time there is at least the 
possibility that a bill including most 
of the features, as outlined, will 
finally be passed. And even if some 
of the objectionable features are in- 
cluded, it is quite doubtful if many 


of the leading manufacturers will 
find their business seriously ham- 
pered, other than revising a few 
labels and rewriting some of their 
advertising claims. On the other 
side of the picture is the possibility 
that a new food and drug law would 
so strengthen the control of the in- 
dustry that the unscrupulous would 
be curbed or eliminated and thus 
react to the benefit of the legitimate 
producers in the long run. 

All of the stocks included in the 
tabulation below will probably con- 
tinue to reflect in the action of their 
market prices the uncertainty over 
the new food and drug bill until it is 
finally signed by the President, but 
meanwhile several of these issues 
continue to afford a generous rate 
of income as well as the possibility 
of profit when the uncertainty is 
finally removed by the enactment of 
the law. Of the group, American 
Home Products, Sterling Products 
and Bristol-Myers appear to occupy 
the best positions, although the 
shares must of course be regarded 
as somewhat speculative. Considera- 
tion of the balance of the shares in 
both the drug and cosmetic groups 
could well be deferred until the out- 
look is better clarified. 


Brazil May Change Debt Plan 


The difficult and uncertain financial position of the 
Brazilian Government raises the question of whether 
the service on its bonds will be continued. 


UMORS persist that the Bra- 

zilian Government contemplates 
a revision of the temporary debt 
agreement established by decree on 
February 5, 1934, and the old trans- 
fer problem is blamed again for this 
change in Brazil’s attitude toward 
its foreign creditors. Amercian 
holders of Brazilian bonds are de- 
cidedly handicapped in enforcing 
their rightful claims due to lack of 
united representation. The govern- 
mental agency created for such 
purposes has remained dormant, 
doubtless because pushing the bond- 
holders’ interests would conflict with 
the Administration’s policy of foster- 
ing exports through individual trade 
treaties. Thus American exporters 
are given preference over bondhold- 
ers in their claim on foreign ex- 
change and the inference might be 
permitted that Brazil is trying to 


THE STATUS OF DRUG AND COSMETIC STOCKS 


DRUG PRODUCTS: Price Dividend Yield 
Amer. Home Products 31 $2.40 7.7% 
Bristol-Myers. ... 34 *2.40 7.0 
28 3.00 10.7 
Sterling Products............. 3.80 6.3 
OS 35 7240 68 
Zenite Products. . 


*I ncluding 40 cents in extras. 


COSMETIC: Price Dividend Yield 
Affiliated Products.......... 6 $0.60 8.5% 
Nestle LeMur ............ 6 None ...... 
Rubinstein (Helena)........ 
Stein None ...... 
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take advantage of these conflicting 
trends in present’ involved 
foreign trade policies. 

Under the present arrangement, 
Brazil’s debt service for the current 
fiscal year requires about $44 mil- 
lions including some $10 millions 
for installment payments on com- 
mercial debts. Figures for the first 
nine months of 1934 showed an ex- 
port surplus of about $59 millions, 
making the allegation of a foreign 
exchange deficit look rather flimsy. 
On the other hand, the 1935 budget 
shows a deficit of $43 millions after 
appropriations of $33.6 millions for 
foreign debt service under the 1934 
plan. Hence the real reason for 
Brazil’s contemplated change of the 
present debt arrangement is the 
Government’s difficult and uncertain 
financial position. 

While Brazil’s trade outlook is 
relatively satisfactory and _ should 
improve further upon reaching a 
trade agreement with the United 
States, continuance of service on its 
bonds remains highly uncertain. The 
market for Brazilian bonds has 
rather liberally discounted these un- 
favorable developments and _ there 
appears to be no incentive for dis- 
posal of Brazilian bonds at present 
prices when later a better price level 
may be reached. 
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Tuar the country has become a 
spendthrift is undeniable. The 
billion dollar appropriations, reck- 
lessly granted by Congress, confirm 
this allegation. Except among a 
minority of sober minded people, no 
serious consideration is given to the 
question of where all this extrava- 
gance is going to lead. With nearly 
one out of four people directly or 
indirectly benefiting from this gov- 
ernmental largess, it can readily be 
appreciated why the reckless course 
we are pursuing is accepted by the 
masses with complacency. In the 
end it will involve us all in a maze 
of financial bondage unless it is 
checked before the country has 
frittered away its substance. What 
the people do not realize is that no 
one can escape his share of the 
burden in finally liquidating the 
enormous indebtedness that is now 
being piled up upon us. 


ET the taxpayers meet these 
obligations.” That is the under- 
lying theory adopted by the politi- 
cians. They cannot be made to 
realize that such imposts must be 
gathered from the earnings of busi- 
ness, and that these earnings must 
come from prices charged to the 
public. Any other tax system is a 
levy on capital and a form of in- 
direct confiscation. Compare the costs 
of living previous to the advent of 
the present Administration with 
what it is now. It is estimated that 
out of gross incomes nearly 25 per 
cent is absorbed in taxes. 


O N TOP of that extraordinary levy, 
Congress is prepared to turn over 
to the President an appropriation in 
excess of $4 billions, in addition to 
the funds needed to operate the busi- 
ness of the Government, to use as he 
deems necessary to absorb unemploy- 
ment, a task that cannot be accom- 
plished unless industry can expand 
sufficiently to do that job. If it 
fails, then more billions will be 
needed, for the idle seeing how easy 
it is to get Congress to vote money 
will not remain content when the 
present funds are exhausted. 


Tuey will want more. By that 
time they will have developed the 
insatiable appetite of Oliver Twist, 
and it will become increasingly diffi- 
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cult to find additional billions with 
which to appease it. As the parents 
behave, so will the children follow 
their example and we witness it in 
the constantly increasing levies laid 
by the states. New York has under 
consideration the largest budget in 
its history. New Jersey is consider- 
ing sales and income taxes and New 
York City already has adopted both 
and aroused considerable protest, for 
the consumer is beginning to feel 
the heavy hand of excessive taxation 
on his purse. If this process con- 
tinues the Nation will be over- 
populated with the Forgotten Man: 
men who are so burdened with taxes 
they will be unable to meet them. 


Anp when the source of taxation 
once dries up the means to raise 
large appropriations no longer exist. 
That possibility has apparently 
made no impression upon our politi- 
cians. As long as the money is 
available their appetite is whetted. 
How it is spent occasions little con- 
cern. We see an example of it in 
the naive explanation by Mrs. Roose- 
velt that she is not concerned with 
financial phases. She prefers to 
leave those matters to others to 
worry about. This was the explana- 
tion she vouchsafed when informed 
that her social experiment at Reeds- 
ville, W. Va., for which a $1.5 million 
appropriation was granted, had al- 
ready lost $500,000. Then we also 
learn that a Grand Jury is inquiring 
into a $4 million PWA grant, which 
only goes to illustrate how freely 
politicians can spend money when 
they smell a pork barrel. 


Tue taxpayers’ money should be 
as sacred as is the individual’s when 
he entrusts its expenditure to private 
people. However, that is not the 
case when it comes to politics. There 
it is looked upon as something which 
can be usefully employed to keep 
political fences intact. The country 
will hear more of this exploitation 
in the years to come when a final 
accounting must be had of these 
huge public expenditures. 


In PRIVATE undertakings on which a 
considerable amount has been spent, 
before additional appropriations are 
granted it is usual to ask for a bill 
of particulars to reveal the final re- 


eople with a flair for in- 
dividuality are irresistibly 
drawn to the distinctive 
New 1935 Auburns. Prices, 
only $695 and up, at factory. 


AUBURN AUTOMOBILE COMPANY 
AUBURN, INDIANA 
_ Division of Cord Corporation — 
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Highlights of Listed Bonds 


The following compilation furnishes the investor with essential data concerning 


active bonds listed on the New York Stock Exchange. 


Inclusion of an issue 


is not to be construed as a purchase recommendation—the table is intended 


to be informatory only. 


The issues contained in these presentations are 


changed weekly, so that in due time all active bonds will be covered. 


ISSUE 
Dodge Bros. conv. 6s, 1940. ...... 
Donner Steel Ist ref. 7s, 1942.. .. 
Duluth & Iron Range cur. 5s, 1937. 
Duluth, Miss. & No. gen. 5s, 1941. 
Duluth, So. Sh. & Atl. Ry. Ist 5s, 1937 


Duquesne Light: 


ison El. Illum., 


Erie R.R.: 
Ist cons. P. L. A. 4s, 1996....... 
cons. gen. lien 4s, 1996......... 
conv. 4s, A, 19 
conv. 4s, 
Penn. C. T. coll. tr. 4s, 1951... . 
Genesee River Ist_6s, 1957..... 


Erie & Jersey Ist 6s, 1955........ 


Erie & Pittsburgh R.R.: 


Federal Light & Traction: 


Fla. Cent. & Penin. cons. 5s, 1943 . 


Florida East Coast R.R.: 
Bet & vot. Se, A, 1974.......... 


Fonda, Johnst. & Glov. 414s, 1952. 
Fort St. Union Depot 44s. 1941... 
Ft. Worth & Den. City 544s, 1961.. 
_ Francisco Sugar s.f. 7}4s, 1942.... 

Galveston Houst. & Hend. 5s, 1938 
Gannett Inc. s.f. 6s, A, 1943...... 


Goodyear Tire & Rub. coll. 5s, 1957 
ham Silk Hosiery s.f. 6s, 


Great Northern R.R.: 
Ist & ref. 


gen. 534s, B, 1952... 


Gulf Mobile & North. R.R.: 


Gulf States Steel 54s, 1942...... 
Hackensack Water 4s, 1952....... 


Hocking Valley Ry. 434s, 1999.... 
Hoe (R.) Inc. 644s, A, 1934....... 


Hudson & Manhattan Ry.: 


Cur- 1934 Price Times Chgs. Amount Prior  Inter- 
Recent rent Range Call Earned oe Lien est 
Price Yield High Low Price 1932 1933 (000, omitted) Dates 
106 5.7% 108 9844 «105 *D3.03 *6.05 $30.0 0 MI-N 
102 69 10134 94 102% *D2.42 *D0.33 3.1 0.6 Ji-J 
107 4.7 108% 102% 4, 4.31 8.2 0 A-Ol 
103 49 103% 103% §105 D0.85 788 86.2.3 0 Ji-J 
“4 9% 23% D0.59 004 38 162 
41 108% 10134 104% 4.64 4.15 65.0 0 Al-O 
112 4.0 112 102% 110 4.64 4.15 5.0 0 MI-S 
it 45 109% 91 N.C, 0.36 096 6128 3.1 M-NI 
22% 101 *D044 *D1.29 7.5 0.2 M-SI 
107 3.7 10744 0% j%NC. *4.84 *4.36 4.3 0 Ji-J 
124 48 125 110 N.C. *4.99 *4.36 2.2 0 J-Ji 
104 48 105% 94% N.C. DO58 0.66 10.0 0 MI-12 
94 5.3 94 812 N.C. *0.82 *0.85 5.0 0 Al-O 
99 40 9814 79% 0.81 1.03 35.0 46.7 
77 5.2 793, 64 N.C. 0.81 103 35.9 81.7 
75 53 78 6234 N.C. 0.81 1.03 10.0 121.6 Al-0 
76 5.3 78 63 N.C. 0.81 103 11.8 1663 Al-O 
71 7.0 79% 60 105 0.81 1.03 50.0 157.3 MI-N 
71 7.0 79% «105 0.81 103 50.0 157.3 Al-O 
104 39 10414 9944 §105 0.81 1.03 3.7 QO FI-A 
114 5.2 11234 97 15 0.81 1.03 5.4 0 J-J1 
115 5.2 114% % 115 *0.81 *1.03 6.7 0 J-JI 
101 3.4 101% 944 NC. *1.17 *1.23 1.6 0 J-JI 
101 3.4 10134 95 N.C. *1.17 *1.23 1.6 J-J1 
81 6.1 82 64 +102 1.89 1.71 5.3 $10.1 MI-S 
67 8.9 684% 1.71 2.5 $22.1 
38 Dm. 46 34 N.C. *0.08 0 
67 6.7 67% 50 N.C. D0.06 D002 0 JI-D 
ll 19 6% ~=:105 D0.06 8645.0 12.0 M-S1 
7 15 7 120 0.19 0.22 5.7 0 M-NI 
101 4.4 100 83 N.C. *1.92 *1.92 1.0 0 Ji-J 
5.2 105% 9614 al05 1.56 1.32 8.0 0 
41 16% 108 2.9 0 MI5-N 
81 68 914 2 7105 Lil 1.40 1.0 0 Al-O 
103 5.8 101% 79144 «(105 2.73 3.6 $1.9 F-Al 
112 41 112 104 N.C. *3.81 *3.72 1.4 0.1 
101 49 100 79% 100 2.06 1.79 6.6 0 FI-A 
89 62 % 59 105 D5.36 D172 13.0 0 
105 3.3 105% 00 105 46.82 33.78 2.0 0 F-Al 
102 49 102% 102% *486 15.0 0.9 FA-15 
94 5.8 9514 76 104 1.17 1.09 3.9 0 J-JI 
93 5.9 90 68% 107% ODI.54 D198 0 
8 DAt. 13 29.6 19.7 Al-O 
17 Df. 26 14% NC *0.08 *0.32 6.1 0 Ji-J 
24 Dft. 30% 20144 70.32 5.4 0 
46 70.36 *0.96 1.6 0 Al-O 
108 6.0 109 95 107 D1.04 097 18.2 0 
95 €3 94% 72 105% 097 198 18.2 
104 48 105 8914 103 0.79 2.11 54.4 0 MI-N 
%6 6.3 9754 85% 100% 0.33 1,33 3.0 0 J-DI 
24 Dm. 22 8% 100% 0.33 1.33 3.1 0 J-DI 
102 44 10444 ¥1.23 4.5 0 J-J1 
106 5.7 109 1025 N.C, 24.2 0 
106 6.6 10944 «(105 b102% 23.7 0 
101 42 100 78 105 0.32 0.84 35.7 1030 J-JI 
7.6 9% 82 N.C 0.32 0.84 1059 1386 J-JI 
88 6.3 99 7% NC 0.32 0.84 300 1386 JI-J 
86 5.8 9234 68% NC 0.32 084 150 1386 J1-J 
77 5.8 8734 65 N.C. 0.32 0.84 150 138.6 J-J1 
78 5.7 86 644% «e105 0.32 0.84 40.0 138.6 J-Jl 
69 7.9 8% 58 107% 0.10 111 40 0 A-O1 
62 8.1 81 56 105 0.10 111 60 0 A-O1 
5.7 94 71 103 ~=D1.00 1.63 5.0 0 JI-D 
105 3.8 106 96 105 2.21 2.10 48 0.1 J-J1 
30 39 29% D0.34 6.4 FI-A 
5 934 5 103% D034 D002 5.5 6.4 
114 3.9 11344 N.C. *3.18 15.9 3.8 J-J1 
Dat. 32 05 A-O1 
5 6.4 89 102. 0.06 9.6 0 MI-N 
104 48 10534 97 fi 10 *0.82 *0.85 1.4 0 J-Ji 
102 49 103 9134 105 t t 3.7 0 J-Jl 
51 39 1055 00.14 32.) 0 JI-D 
115 4.4 1054 *3.81 *3.72 10.5 0 M-NI 
88 5.7 89% 72 105 2.21 1.74 37.5 0.9 FI-A 
37 oa 5054 32 100 7.76 4.74 33.1 38.4 A-O 


N.C.-Non-callable. Ma. 


D-Deficit. *Earnings of guarantor or assuming company. Callable as a whole only. iGcengenteed by 4 proprietary com- 
ry inion of Canada. 


jes. §For sinking fund only. 
a Month of maturi 


t 
maturity. Call Prices: Temes given are the present call prices if any. These often c 


tPercentage earned. Guaranteed b: 


beginning December, 1935. b-Beginning October, 1935. ce 


is indicated by position of the figure in interest dates; thus A-Ol indicates October as the month of 


in later years. A-A whole only 
ing July, 1941. e-Beginning July, 1947. 
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sult. On that showing does the 
decision rest. Viewed from this 
practical point, it cannot be said 
that the billions spent in the pre- 
vious year have added much to our 
recovery. Prices have advanced, but 
consumption of goods has not shown 
an equal gain and that ratio should 
have been shown to have warranted 
these tremendous outlays. However, 
the cost of carrying on business has 
swelled considerably, largely due to 
the large gain in taxes. To this 
overhead must likewise be added the 
tremendous expansion in bureau- 
cratic departments which had to be 
set up to manage the numerous arms 
of the Government. 


W uart has it all resolved itself 
into but an attitude of mind on the 
part of the Government that Ameri- 
can business must be regulated and 
controlled as if it was an unruly 
child? It must have a papa and a 
mamma, always hovering around 
with a menacing ferule in their 
hands to whip it into good behavior. 
Money must be handed out liberally 
to those who find themselves unable 
to earn a living, until it is becoming 
a habit that is as vitiating to human 
initiative as is the dole and it is all 
done with a careless abandon that 
must result in irreparable harm to 
our civic and spiritual morale, 


Yer with all its liberality the Gov- 
ernment is unable to please all. 
There are groups and blocs that in- 
sist upon more. Like the dreamer 
Townsend, who is but one example, 
they are pressing upon Congress 
schemes for spending not billions 
but multiples of billions and, if 
they are successful, they will make 
us a nation of tramps. 


There Are Other 


Parasites 


N HIS debate before the Economic 

Club in New York City, the mili- 
tant member of the Tennessee Val- 
ley Authority loosely branded all 
utility holding concerns as parasites. 
TVA’er David Eli Lilienthal com- 
pared them to a tape worm that eats 
up earnings and the more earnings 
there are the more it will consume. 

Coming from a man who has been 
trained as a lawyer, this indictment 
is unfair. It includes all the holding 
companies and condemns them in 
toto without submitting any sup- 
porting evidence. But it reflects the 
attitude of a biased individual. 

And speaking of parasites, why 
not include many of the politicians 
who contribute nothing constructive 
to the welfare of the nation, but bat- 
ten upon its treasury? If parasites 
must be catalogued, any compilation 
would not be complete without this 
particular specie. 
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BOARD ROOM BREVITIES 
fe 


SSS: 


General Electric’s plans for retiring its preferred must be contagious—a new 
epidemic of rumors forecasts similar action by Allied Chemical, du Pont, Gen- 
eral Motors, Procter & Gamble and Standard Brands. ‘ Those labor 
difficulties now involving Libbey-Owens-Ford and Pittsburgh Plate Glass indicate 
that agreements with unions are not shatter-proof—one official comments that 
they represent “win dough pain.” . Bigelow-Sanford Carpet holds its spring 
opening in New York next week, featuring a line of streamlined patterns—price 
changes, if any, will be upward. . . Despite poor 1934 annual reports, better 
days are predicted for American Hide & Leather and U. S. Leather—both have 
heavy inventories and a leather price advance is all that is needed. . P 
Republic Steel’s 1934 gain in sales of stainless steel, which were much greater 
than in 1933 when the volume exceeded 1932 and 1931 combined, was due to 
Navy orders—and there are other manufacturers who wish that their steel 
business during the World War had been stainless. . . . 


It is reported that the corporations which are out of the red are tickled 
pink to be back in the black—and it can be supposed that those which are 
still suffering from the blues are green with envy. 


Ford Motor of Canada is scheduling the production of between 90,000 and 
100,000 units for 1935, against 70,000 last year—compared with Henry’s million 
for Uncle Sam, Canadian sales are still borderline business. . . . Efforts to 
marry the New Haven to the Boston & Maine Railroad will soon be in the news 
again—but you'll also hear from some of the stockholders who are afraid they 
may be treated as step-children. . . . In the spring the fancies of Chase 
National Bank will turn to thoughts of air conditioning its entire chain of 
branches—it’s about time, for the Hong Kong & China Bank in Shanghai has 
been air conditioned for thirteen years. . American Chicle, Wrigley and 
Beech-Nut are not impressed by the new drug bill’s description of chewing gum 
as a “non-nutritious masticatory substance”—this may explain why these com- 
panies have begun working on a Vitamin D chewery. Union Oil of 
California sold only 135 million gallons of gasoline in the State of California in 
1934, a ten per cent decline from 1933—so perhaps Upton Sinclair’s efforts to 
curb the big corporations were not all in vain. . . . 


The 1934 year book of the New York Stock Exchange, published last week, 
shows that member firms cut the total of their branch offices from 1,215 to 
1,093—so that’s what the teeth in the SEA bit off. 


General Motors will neither affirm nor deny that a Diesel powered Cadillac is 
being tested—and it may not be long before Yellow Truck & Coach features a 
Diesel bus. If you don’t see an Eastman Kodak ad in the next few months, 
you can’t read—this largest campaign in the company’s history calls for combined 
newspaper and magazine circulation aggregating 3.1 billion individual impres- 
sions. . National Distillers Products will soon be ready to tell about its 
plans to market the big stocks of matured whiskey now held by Canadian 
Industrial Alcohol—it’s only a matter of signing the papers. Walgreen 
will soon add a line of radio sets and tubes to a number of its chain drug stores— 
this is not good news for Davega Stores, which does not reach all of the soda 
fountain trade. Hopes for Paramount-Publix and Radio-Keith-Orpheum, 
even though they may drop their receivers soon, might be termed as somewhat 
“pessi-mystic’—the managements are trying to fathom the mystery of why 
negative costs are climbing so much faster than gross revenues. . ; 


Huey Long has signed a syndicate contract to write a 100-word article for 
the daily newspapers to make ev’ry man a king—to start every man aching 
for what he can't have? 


International Business Machines will soon offer a new sound-absorbing desk, 
with built-in illumination for its automatic key punch machine—in tests it has 
scored 33 per cent more production and a 22 per cent reduction in clerical 
errors. . . Madison Square Garden’s 10-year voting trust agreement expires 
this month without any suggestion of extension—-some of the voting trustees 
are still wondering why it was ever formed. . . . Radio Corporation of 
America better look to its laurels with five German manufacturers now selling 
television receivers at less than equivalent of $300 and up. . . . Don’t be 
surprised if the SEC dusts off the investigations of Atlas Tack and Fada Radio 
in the near future—and about the same time several investment trusts will be 
asked to “show cause.” . . . Strange as it seems, Goodrich Rubber has 
developed a new synthetic rubber substitute—the catch is that it is too 
high priced to become a general substitute for rubber. . . But isn’t it going 
to extremes when brokers classify Central R.R. of N. J., Public Service and 
Western Union as “Flemington beneficiaries”—that’s a trial recommendation if 
there ever was one. 
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ANOTHER 
BARGAIN STOCK 


[ ‘st August we selected HOUDAILLE- 
HERSHEY “B” as an attractive specula- 
tion. This stock was then selling below $4 a 
share. Since then it has sold above $8. This is 
an unusually large profit to make in a few 
months, but it demonstrates what can be done 
even under trying circumstances. 


We have selected another issue which, in some 
respects, looks considerably better than 
HOUDAILLE-HERSHEY. It is a stock in 
which you might, in the months ahead, secure 
greater-than-normal profit. It is an issue in 
which we have great confidence. It is listed on 
the New York Stock Exchange. Send for a free 
analysis of this issue—without obligation, of 
course. Just address: 


INVESTORS RESEARCH BUREAU, Inc. 
Div. 608, Chimes Bldg., Syracuse, N. Y. 


Our Current Market Letter 
discusses 
Industries 
Likely to Benefit Most 


From an Increase in 
Building Operations 
Copy sent upon request 


GOODBODY & CO. 


Members New York Stock Exchange, New 

York Curb Exchange, Chicago Board of 

Trade and Commodity Exchange, Ine. 

115 Broadway 60 East 42nd Street 
New York New York 


[stocKS—BONDS 
COMMODITIES 


HW Folder explaining margin requirements, commis- 
sion charges and trading units furnished on request 


H Cash or Margin Accounts 
| Inquiries Invited 


| 
| J.A. Acosta & Co. 


Continuing the business heretofore 
conducted under the name of 


SPRINGS & CO. 


Members New York Stoek Exchange and other 


leading exchanges 
60 Beaver St. New York 


MARKET TERMS 


and trading methods clearly explained in 
a helpful booklet sent free on request. 


Ask for booklet R-6 
Same care given to large or small orders 


(HisHoLM & (HAPMAN 


; Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


BUY SELECTED STOCKS?—YES! 
OTHERS?—-NO! 


We have selected 3 stocks selling from $15. 
to $50. paying 6 to 10% which show higher 
“INDICATED” prices. You can increase your 
profit and income. These recommendations and 
our latest Market “INDICATOR” will be sent 
FREE on request, 


SMITH’S INVESTMENT 
& BUSINESS SERVICE 


Dept. FW, Chamber of C ce Bidg., Boston, Massachusetts 


Odd Lots—100 Share Lots 


Booklet F.W. 801 upon request, 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


39 Broadway NEWYORK 11 W. 42nd St. 
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AMONG THE BULLS AND BEARS 


% The ratings used are from 
The Financial World Inde- 
pendent Appraisals. “Last B 
& B” refers to the tast pre- 
vious item in this department. 


American Hide & Leather* D+ 

The preferred, at 21, may be re- 
tained as a radical speculation, but 
the common, at 44, should be avoided. 
Reflecting seasonal factors and the 
continued demoralized status of the 
hide and leather market, there was 
a deficit of $2.96 per share of com- 
mon in the December, 1934, quarter, 
as against the loss of 89 cents in 
the corresponding 1933 period. A 
greater stability has been exhibited 
by the primary markets recently, 
and efforts to remove surplus hides 
are meeting with some success, sug- 
gesting that further severe inventory 
adjustments may not be necessary. 
However, substantial arrearage on 
preferred indicates a recapitalization 
when conditions permit. (Last B&B, 
Nov. 21, 


Brown Shoe 4 B 

Primarily attractive, around 58, 
for income (yield, 5.1%). No change 
in the present $3 annual dividend is 
expected when directors meet this 
week. Earnings for the current 
half-year, ending April 30, may show 
a moderate decline from the $1.80 
a share reported in the same period 
of a year ago, but there appears to 
be little doubt that the dividend re- 
quirement will be covered. (Facto- 
graph No, 222, Last B&B, Dec. 5, 
34.) 


Canada Dry 4 Cc 

More promising equities are avail- 
able elsewhere and avoidance at 15 
is still advised (yield, 6.7%). Al- 
though gross manufacturing profit 
in the December quarter was main- 
tained fairly well, higher operating 
costs reduced income available for 
the common, with earnings of 7 
cents a share reported as against 31 
cents in the comparable 1933 period. 
While there is a seasonal] factor in 
the earnings decline, increasing com- 
petition in company’s major lines 
requiring aggressive merchandising 
suggests that profit margins will 
continue low. (Last B&B, Dec. 19, 
*34.) 


Columbia Gas & Elec. 4 Cc 


Long term speculative positions in 
the common, around 7, need not be 
liquidated. Gross revenues were 5.4 
per cent higher in the nine months 
ended September 30 last, but net 
declined 13 per cent, with earnings 
equivalent to 21 cents a share as 
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compared with 31 cents in the 1933 
period. Third quarter deficit of 14 
cents a share was twice the reported 
loss of the like preceding three 
months, (Factograph No. 187. Last 
B&B, July 18, ’34.) 


Columbian Carbon 4 B+ 

Suitable for retention around 68 
for income and profit (yield 5%). 
The recent moderate decline in the 
stock does not offer much encourage- 
ment to those who have been expect- 
ing an increase in the $3.40 annual 
dividend at the meeting this week. 
The company’s annual report for 
1934. scheduled for publication in 
mid-March will show earnings of 
over $4 a share, against $2.17 in 


1933. (Last B&B, Dec. 13, 34.) 
Consolidated Aircraft * D+ 
Speculative long term holdings 


may be retained around 9. The in- 
crease in unfilled orders to $5 mil- 
lions at the first of the year, against 
$3 millions a year ago, is attributed 
largely to the gain in orders from 
foreign countries. The company de- 
signs and manufactures airplanes 
for both commercial and military 
use but the latter division accounts 
for the larger volume. The outlook 
is regarded as moderately improved 
in that the company is expected to 
obtain its share of the business that 
will be placed by the U. S. Army and 
Navy this year. 


When You Inquire 


O INSURE prompt replies to 

inquiries addressed to the Con- 
fidential Advice Service, subscrib- 
ers are required to enclose a self- 
addressed stamped envelope with 
each inquiry, which must be limited 
to a request for advice or informa- 
tion on a single security. 


For Quick Replies 


it is suggested that subscribers also 
attach a special delivery or airmail 
stamp. Prepaid telegrams will be 
answered (collect) as soon as they 
are received. 


%& Data obtained from sources 
regarded as reliable, but no 
responsibility is assumed for 
their accuracy or for the 
opinions which are offered. 


Consolidated Gas of Baltimore * B 

Holdings for income, around 56, 
need not be disturbed (yield, 6.6%). 
The preliminary report showing a 
gain in net income for 1934 provides 
an interesting contrast to the other- 
wise drab statements of most of the 
other utilities. Profits equalled $4.04 
a share, against $3.91 in 1933, thus 
affording good coverage for the $3.60 
annual dividend. Serving the city of 
Baltimore and surrounding territory, 
this utility has been singularly free 
of rate agitation and local political 
propaganda, although it has been 
sympathetically affected with the re- 
mainder of the group. 


Crosley Radio 4 C+ 

The shares offer some speculative 
possibilities around 14 and retention 
is advised. Net in the December 
quarter was moderately below the 
preceding year, with 30 cents per 
share bringing the income for the 
nine months to $1.06 per share as 
against 63 cents in the like previous 
period. Productive capacity for elec- 
tric refrigerators has been doubled 
and ambitious plans are being made 
for this division. Radio sets are 
also moving at a satisfactory rate. 
While expansion program has been 
rather costly, consideration of a 
dividend for the common in the near 


future appears likely. (Last B&B, 
Aug. 1, 
Crown Cork & Seal 4 c+ 


Continues to offer long term specu- 
lative possibilities around 26 (yield, 
4.1%). The long expected increase 
in the $1 annual dividend rate should 
be considered when directors meet 
on February 7. With earnings for 
the first nine months of 1934 at 
$2.69 a share, against $1.76, there 
is a good possibility that the divi- 
dend requirement will be earned 
almost three times for the year even 
though little or no profits are shown 
for the fourth quarter. 


Deere, pfd. Cc 


Continues moderately attractive 
tor retention on basis of income 
around 20 (yield, 4%). Fulfilling 
previous predictions of increased 
payments on the preferred, Deere & 
Company last week declared a quar- 
terly dividend of 20 cents, payable 
March 1, double the amount paid in 
the two preceding quarters. During 
the first half of last year and 
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throughout 1933 only 5 cents per 
quarter was distributed. As a 7 per 


cent issue of $20 par value, the stock DIVIDEND NOTICE, 

is entitled to cumulative dividends of PACIFIC LIGHTING CORPORATION 

$1.40 annually. } There still remain Common Stock Quarterly Dividend No. 102 of 75 cents per share, payable 
accumulated dividends of over $3 a February 15, 1935, to stockholders of record January 19, 1935. 

share | on the preferred which must $6.00 Preferred Stock Quarterly Dividend No. 110 of $1.50 per share, payable 
be paid off before common distribu- January 15, 1935, to stockholders of record December 31, 1934. 


tions can be resumed. (Last B&B, 


Jan, 30.) Dividends on the foregoing issues, as well as on all the outstanding Pre- 


ferred issues of the subsidiary companies (whose common stocks are owned 
A by Pacific Lighting Corporation) have been paid without interruption since 
the initial dividend. 


Devoe & Raynolds ‘‘A”’ 4 
The shares, at 40, may be retained - 
on a long term basis (indicated yield, T D AT 
half of the fiscal year ended Novem- AND SUBSIDIARY COMPANIES 
ber 30; 1934, failed to equal previous 
expectations, but was moderately 
above the 1933 period. However, 


Consolidated Statément of Revenues, Expenses and Dividends 
for the Twelve Months Ended December 31, 1934 


higher expenses, including increased Gross Operatinc REVENUE $43,549,689.14 
raw material costs, sharply reduced OperatiNG ExPENsES, TAXES, AND DEPRECIATION : 
operating income. Due to the small Operating Expenses. . . . . $19,157,913.20 
capitalization and the operation of 5,848, 655.19 
the leverage factor, the decline in 6,472,818.30 
net available for the combined class pean $1,479,386.69 
Net OperatinG REVENUE $12,070, 302.45 
half of the fiscal year as against Orner Income, Net ___ 304,218.50 
$3.61 in the corresponding 1933 six TotaL... $12,374,520.95 
months, (Factograph No. 151, Last Depuct: 
B&B, July 11, ’34.) Bond Interest $5,009,774.61 
Amortization of Bond Discount 

Diamond Match B+ and Expense 276,686.44 

Long term holdings need not be Other Interest ___ 29,419.01 
disturbed at recent price around 29 _ $5,315,880.06 
(indicated yield, 5.2%). Under plan Less Interest Charged to Construction $9,863.05 
proposed by management, after pre- 5.976.017.01 
ferred and common stocks receive —— 
dividends of $1.50 per annum, addi- Net Income Berore Divipenps . . $7,098,503 .94 
tional earnings will be distributed Depuct DivipENbs OF SuBsipiARiEs: 
equally to preferred stockholders, Preferred Stock $1,535,501 86 
common holders and to labor, exclud- Common Stock, Minority luterest 517.00 
ing management. ; Under this plan, Total 1,536,018.86 
common will receive an extra ial AVAILABLE FOR DiviDENDS ON PREFERRED AND 
ment of 15 cents a share in June, th 
representing surplus from 1934 OMMON STOCK OF denereny IGHTING CORP. $5,562,485.08 
earnings, which are estimated to be on __1,179,990.00 
slightly above the $1.58 per share AVAILABLE FOR DiviDENDS ON CoMMON Stock . $4,382 ,495.08 
reported for 1933. (Factograph No, DivipeNps ON Common Stock . . 4,825, 893.00 


Balance Available for Dividends 


443,397.92 


Fairbanks, Morse 4 © on Common Stock Equals, Per Share 2.72 
Commitments recommended at 14 

(FW, Mar. 28,’34) may still be con- — 

sidered for speculative purposes PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 
around 19. The 1934 annual report, 
scheduled for publication in mid- 
March, will show the first profit for 
any full year since 1930. This has 


encouraged the expectation that W E K LY R O R D O A R N | N G S 


something will be done about pre- 


ferred dividend accumulations which | gagneo per snare 12 Months to December 31 EARNED PER SHARE 9 Months to December 31 
now amount to $21 a share. As a | ON COMMON STOCK: 1934 1933 ON COMMON STOCK: 1934 1933 


direct beneficiary of the development Aulantie fining” 207 2.46 
of both Diesel power and air condi- Bristol-Myers, pepe picts: 2.82 $07 8 Months to December 31 

; Pome. Gas El. Lt. & Pr. Buit..... 4.04 3.91 lie 
to continue its earnings gains dur- 1.99 1.72 6 Months to December 31 
‘i : Hercules Powder ...........-.... 3.94 2.79 American Hide & Leather......... nil pl.37 
ing 1935. (Factograph No. 54.) 2.23 3.01 Third Avenue nil nil 
4.75 4.18 3 Months to December 31 
Liggett & Myers Tobacco. . de 5.92 4.84 Canada Dry Ginger Ale.......... 0.07 0.50 
Fr Minneapolis-Honeywell Regulator 4.69 3.7 
eeport Texas c+ Montreal Light, Heat & Power... 12 Months to November 30 
Immediate outlook remains some- | Pacific Lighting ................ 2.72 3.28 Cord Corporation ............... 0.03 0.61 
seems to appraise adverse factors | U. s. Pipe & 0:25 nil 12 Months to October 31 
and ts not advised 1.07 0.79 0260 
(yte 4 The recent reduction 3.30 2.94 aon Class A stock.  p on preferred stock. 
in the dividend rate occasioned no | Se — 
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OUTSTANDING 
STOCKS “1935 


You can get our deep delving 
analysis of common stocks 


ALL SELLING AT SAME 
PRICE NEAR $12 EACH 


Contained in free book (122 pages) 
chock full of 1935 revelations and 
expectations. Fully illustrated, dia- 
grammed, tabulated. Ask for AA 6, 
also famous record of past four an- 
nual books and their stock profits . 


Merely enclose 6¢ for postage. 4 


TILLMAN Survey 


FENWAY 


BOSTON 


| PRODUCING 
OIL ROYALTIES 


Pay Monthly Return 
Booklet “FW-1” on request 


Open to Public 
Commodity Exhibition of unusual 
interest to the investor from 


10 A. M. to 5 P. M. daily 


LEIGH J. SESSIONS 


CORPORATION 
Established 1925 


17 East 42d St. New York 
VAnderbilt 3-3407-8 


High Grade Securities 


may be bought on our 


Partial Payment Plan 


Send for explanatory Booklet F.W. 16 
Conservative Margin Accounts Accepted 


JAMES M. LEOPOLD & CO. 
Members New York Stock Exchange 
70 Wall Street, New York = Est. 1886 


CASH FOR SPARE TIME 


OU can earn liberal commissions 

and a cash bonus besides by sellin 
new subscriptions for The Financia 
World during your spare time. Every | 
security investor is a prospective sub- 
scriber. Sample copies and subscrip- 
tion blanks free. Ask for our terms to 
agents. No obligation. 

Address: Promotion Manager, 


Guenther Publishing Corporation 


58 Park Place, New York, 


HERE IS 1935's 
STEEL LEADER! 


Write for FREE Analysis ¢F 
No Obligation 


WINCHESTER 
INSTITUTE of FINANCE 


“LAURENCE S. WINCHESTER, Pres. 


WINCHESTER MASS. 
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great surprise, although estimated 
earnings for the latter half of last 
year of 72 cents a share were higher 
than had been expected, especially 
since the company barely broke even 
in the summer months. It is under- 
stood that the refinery at Grande 
Ecaile is working out satisfactorily, 
but fears that other problems might 
arise, and the desire to conserve 
cash, caused the cut in the rate. 
(Factograph No. 98, Last B&B, July 
18.) 


General Motors 4 B+ 

One of the more conservative 
equities in the motor group and ad- 
ditional purchases are advised on re- 
cessions from recent price around 31 
(indicated yield, 4.8%). According 
to the preliminary statement show- 
ing earnings for 1934 of $1.99 per 
share as against $1.73 in the preced- 
ing year, company barely broke even 
in the fourth quarter. Possible labor 
troubles are a disturbing factor, but 
it is not believed that the unions have 
sufficient strength among the larger 
units seriously to disrupt production 
schedules. (Factograph No. 31, Last 
B&B, Nov. 6, ’34.) 


Hercules Powder & A 

The common, at 76, may be re- 
tained, but the 7 per cent preferred, 
at 125, is selling above call price and 
should be switched (indicated yield 
on common, 4.9%). Earnings last 


' year amounted to $3.94 per share, 


against $2.79 in 1933. However, the 
second half was less satisfactory, 
with net around 16 per cent below 
the previous year, probably due to 
higher costs. The fourth quarter 
made a slightly more favorable com- 
parison than the preceding three 
months, adding 71 cents to net as 
against 77 cents in the comparable 
previous period. 


S. H. Kress 4 A 


Among the more _ conservative 
chain store equities, but the stock 
around 61 does not offer outstanding 
attraction (indicated yield, 4.2%). 
Increased selling expenses absorbed 
most of the 16.4 per cent gain in net 
sales last year and net was equiva- 
lent to but $4.76 per common share 
as compared with $4.23 in the pre- 
ceding period. Sales volume was re- 
ported at highest volume in com- 
pany’s history and although chain 
is one of the most efficiently operated, 
it was found that most of the added 
costs could not be successfully passed 
on. (Factograph No. 122, Last B&B, 
Dec. 5, ’34.) 


Lorillard 4 

Holdings advised for retention at 
17 (FW, Oct. 31, ’34), may be re- 
tained around 20 for income (yield 
on regular dividend, 6%). While 
Lorillard surprised its stockholders 
with the December declaration of a 
$1 cash extra, in addition to the 


regular quarterly payment of 30 
cents, it is doubtful if the annual 
report for 1934 will show much over 
$1 a share, which would compare 
with 89 cents in 1933. (Factograph 
No. 36, Last B&B, Oct. 10, ’34.) 


May Department Stores 4 B+ 

Holdings advised for retention at 
37 (FW, Oct. 3, ’34), may be main- 
tained at current prices around 42 
(yield, 3.8%). With earnings for 
the fiscal year ended January 31 
estimated at over $4 a share, it is 
not surprising that a higher rate 
than the present $1.60 annual divi- 
dend should be expected at the Feb- 
ruary 7 meeting. Sales for the ten 
months ended November 30 ran 15 
per cent ahead of 1933 and the im- 
provement in holiday business should 
lift this gain at the year-end. 


Pacific Lighting 4 C+ 

Holdings around 21 may be re- 
tained for income (yield, 14.2%). 
Publication of the company’s 1934 
annual report, showing $2.72 a share 
earned, against $3.28 in 1933, would 
not appear to justify the recent 
maintenance of the $3 annual divi- 
dend. The fact, however, that the 
company earned only $2.87 a share 
for the twelve months ended Sep- 
tember 30, 1934, is indicative of im- 
provement in the fourth quarter. 
The outlook for 1935 is regarded as 
moderately improved, tempered, of 
course, by what the Administration 
may try to do to the public utility 
holding companies. (Factograph No. 
174.) 


Timken Roller Bearing 4 B 

Shares recommended at 30 (FW, 
Sept. 5, ’34), continue attractive for 
commitments at 34 (yield, 3.6%). 
Rumors of a higher dividend at the 
meeting February 5 may be prema- 
ture as the company paid an extra of 
25 cents in December in addition to 
the regular quarterly dividend of the 
same amount. Earnings for 1934, 
due for publication at the end of 
March, will probably show over $1.50 
a share as compared with 90 cents 
in 1933, but this would hardly war- 
rant a more generous policy at this 
time, (Factograph No, 19, Last 
B&B, Sept. 5, ’34.) 


Ward Baking 4 D 

Holdings of the preferred around 
29 need not be liquidated (yield, 
6.8%), but class A at 5 and class B 
at 14 are not attractive. A gain of 
49 per cent in net income made it 
possible for the company to earn 
$2.29 per share of 7 per cent pre- 
ferred, against $1.52 on the same 
shares in 1933. With preferred div- 
idend accumulations amounting to 
$12 per share, the management’s 
policy of paying 50-cent quarterly 
distributions does not afford much 
encouragement for holders of the 
junior shares. 
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The Commodity Situation 


With business held in check by nervousness over Su- 
preme Court’s gold clause decision, staple prices ease 
off under pressure of liquidation by traders seeking safety 
on the side lines... . Argentine shipments of corn add to 


weakness of cereal position. 


. . » Cotton holds fairly steady 


with mills extending purchases. 


OMMODITY markets for the 
past fortnight reflected the un- 
easiness that permeated all business 
circles because of uncertainty over 
the Supreme Court’s gold clause 
decision. During the period trad- 
ing commitments in futures con- 
tracts were persistently liquidated, 
and with business limited pretty 
much to hedging, price fixing and 
other essential trade transactions 
prices receded, though irregularly. 
The lowered basis for cotton induced 
some mill buying which served to 
steady the staple, and made a slightly 
better picture than some of the 
other active commodities, particu- 
larly the grains, presented. The 
latter felt the pressure of liquida- 
tion from speculative interests whose 
long positions were somewhat greater 
than had been estimated. Corn 
especially sold off, widening the dif- 
ferential between it and wheat to 
around 18 cents. 


The Situation in Corn 


The Argentine has commenced 
heavy shipments of corn to the 
United States, something like three 
million bushels being now afloat, 
with embarkations running at a rate 
close to two million a week. Do- 
mestic trade interests appear to have 
been slow or reluctant to recognize 
the fact that it was the Argentine 
import threat that checked the ad- 
vance in corn, which primarily was 
based on the half-crop grown in the 
United States in 19384 and the hold- 
ing of an unusual proportion of the 
crop on the farms in expectation of 
famine prices prevailing this spring. 
The Argentine, however, is raising 
a bumper crop this season and has 
probably the largest export surplus 
in its history. Even now, with corn 
around 83 cents at Chicago, there is 
a disposition to decry the decline as 
having gone too far, but prudence 
would seem to dictate a waiting 
attitude in order to observe the effect 


of 10 to 20 million bushels of 


Argentine corn arriving over the 
next six to eight weeks. 

The dominating influence in the 
wheat section has been the gold 
clause decision. It encouraged the 
evening up of contracts and the 
virtual drying up of all business ex- 
cept from this source. Uneasiness 
over the general wheat outlook was 
increased by reports that Italy is to 
ban all imports of wheat except by 
special permit and also by unofficial 
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figures tending to show that Canada 
today has as much wheat available 
for export as a year ago, and that 
any further delay in the Dominion’s 
recovery of her share of the trans- 
oceanic markets may result in ship- 
ments into this country. Oats also 
have been weak, the influence here 
being imports from the Argentine, 
the first having been reported from 
Texas ports last week. 

Cotton, while nervous and erratic, 
has not lost much ground. Mills 
have shown a willingness to expand 
their takings on easy spots and this 
has checked selling. The announced 
reduction of a million bales in the 
Indian crop has created a better feel- 
ing regarding the probability of an 
improvement in exports which, to 
date, are 2 million bales behind the 
same period of last year, The 
Brazilian situation has caused some 
worry on the other hand because of 
the expansion in acreage and out- 
turn which has been steady over the 
past decade. The current season’s 
crop is placed at 1,125,000 bales of 
which 900,000 are available for ex- 
port. While this would partly offset 
the lowered Indian prospect, the un- 
easiness was allayed somewhat by 
the announcement in Washington of 
progress in negotiating a _ trade 
treaty whereby tariff preferentials 
will be accorded Brazil in return for 
control of the Brazilian crop. 

About half the sugar mills in Cuba 
are now grinding and exports are 
being resumed. Stocks of sugar in 
Cuba at the end of the calendar year 
showed a drop of almost 250 thou- 
sand tons from the stocks at the 
close of 1938, representing a decline 
of 56 per cent from the end of 1932. 
The Cuban situation is seemingly ap- 
proaching normal very rapidly, and 
it is estimated that should 1935 dis- 
close the same excess of shipments 
over production as 1934, the carry- 
over at the end of this year will 
be around 300,000 tons. 


Adrian Iselin Dies 


DRIAN ISELIN, senior member 

of the investment banking firm 
of A. Iselin & Company, and for 
many years one of the leading 
figures in the New York financial 
district, died last week in his eighty- 
ninth year. Since 1886 he had been 
engaged in the banking business 
founded by his father, whom he 
succeeded as head of the firm. 


Don’t Leave It 


to Chance 


things in 


life are dependent on the 
whims of chance. But there 
is one thing which need not 
and should not be left thus 
insecure. That is the future 
well-being and support of 
those who are dependent on 
you. 

Life insurance is the only 
way of taking the element of 
chance out of your family’s 
economic future. Let us send 

ou our booklet which tells 
ow. 


LIFE INSURANCE COMPA 


OF BosTON, MASSACHUSETTS 


197 Clarendon Street, Boston, Mass. 


Send me your booklet showing how life 
— takes the uncertainty out of the 
uture. 


Electric Bond 
and 
Share Company 


Two Rector Street 


New York 


Big Decline 
In Sight? 


Send for FREE Bulletin FWF-2 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


WETSEL’S speciar OFFER 


Our weekly bulletin, ‘Market Ac- 
tion,’’ is for traders and long-term 
investors who want to know When to 
Buy and When to Sell leading, ac- 
tive stocks, Recommendations are 
definite and complete. Free sample 
copy on request—or 4 weeks for $1. 
WETSEL Market Bureau, Ine. 
624A Empire State Bidg., New York 
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EVERY MAN 
A KING! 


We see by the papers that 
this “‘every man a king” 
is the battle cry of one 
man known beyond the 
limits of his own state. 


|-% make ‘‘every man a king” 


| 


i As a matter of fact, to 
| 4,has for years been the ob- 
jective of Shortland and 
Shotland, custom tailors to 


gentlemen. 


That we are on the road 
to success is verified by 
our ever increasing and 
satisfied clientele. 


May we also discuss your 
wardrobe requirements 
with you? 


Telepbone BRyant 9-7495. 


Shotland & Shotland 


FIFTH AVENUE (ot Street) NEW YORK CITY 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources 


H. D. WILLIAMS 


120 Broadway | New York City 


To the Man Who Has 
Never Used Charts 


As a road map helps you in motoring through 
unknown country. “SECURITY CHARTS’— 
showing Market Action. Earnings. and Dividends 
ot 157 leading stocks for more than a year— 
belp you to invest or trade profitably. Use these 
charts to pick the up-trend stocks, and the 1ts- 


sues with rising earnings which hold best prom- 
ise of increased or resumed dividends. Use them 
to judge which issues are under accumulation. 
which are in mark-up. distribution. or decline. 
They will help you time your commitments to 
caich the profitable swings. 

Return this ad with $3 for the February 
issue (just published this week) complete with 
instructions on bew to use the charts profitably. 


Or send $7.50 for next three sets (February, 
March and April) of “SECURITY CHARTS,” 
and save $1.50. 

Address: 
FINANCIAL BOOK SERVICE 
Guenther Publishing Corporation 
53 Park Place New York, N. Y. 


DIVIDEND 


CONSECUTIVE COMMON DIVIDEND 


A quarterly dividend of forty cents 

(40¢) per share has been declared on 

the outstanding common stock of this 

Company, payable March 1, 1935, to 

stockholders of record at the close of 

business February 15, 1935. Checks 
will be mailed. 

The Borden Company 
E. L. NoetzeL, Treasurer 
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The Bond Market 


© A general trend toward lower prices was in evidence 

in practically all sections of the bond market last week; 

U. S. Governments and gilt edge corporation bonds sold off 
large fractions while secondary bonds followed equities. 


Pittsburgh & West Virginia 44s 


T levels around 65 the bonds have 
moderate attraction for those 
who can afford to carry speculative 
risks. After a short delay, the De- 
cember 1 interest coupons on Pitts- 
burgh & West Virginia 44s were 
paid. More recently, the ICC re- 
moved the condition that the Penn- 
road Corporation (controlling hold- 
ing company) guarantee an advance 
by the RFC, and arrangements were 
completed for a loan, the proceeds of 
which are being used to pay off the 
principal and interest of equipment 
trust certificates which matured No- 
vember 1, 1934. Interest on the past 
due equipments will be paid up to 
January 31. While the financial po- 
sition of the company continues re- 
stricted, earnings are reasonably 
satisfactory. Earnings for 1934 ap- 
parently covered at least 90 per cent 
of fixed charges and January traffic 
showed good increases over last year. 


Bush Terminal Bonds 


Bush Terminal Buildings Company 
bonds are strongly situated and 
maintenance of holdings appears 
warranted; Bush Terminal Company 
consolidated 5s do not have a com- 
parable mortgage position but cur- 
rent prices discount adverse factors 
quite liberally. There was consider- 
able market activity in the Bush 
Terminal issues for a time following 
the announcement that the former 
head of the company had filed a re- 
organization plan with the Federal 
Court in Brooklyn. However, it does 
not appear likely that this action will 
lead to early reorganization since the 
proposed plan represents mainly the 
viewpoint of a faction of the com- 
mon stockholders. The other inter- 
ests do not appear to be in any 
hurry to reorganize. 


Studebaker 6s 


Holders occupy strong position in 
reorganization of Studebaker Cor- 
poration, but further r2tention is 
justified only for those who are will- 
ing to assume a speculative position 
in White Motors common. stock. 
Studebaker 6s advanced on the re- 
port that the Federal District Court 
had approved the reorganization plan 
which provides for exchange of each 
$1,000 principal amount of the notes 
for 29.75 shares of White Motors 
stock and 45.08 shares of stock of 
the new Studebaker Company. Hold- 
ers of a relatively small amount of 
old common stock are appealing to 
the Circuit Court but the probabil- 


ities are that the plan will not be 
upset. The market for White Motors, 
a valuable equity, has been inactive 
for many months, as a result of the 
small supply available apart from 
Studebaker’s large holdings. Con- 
summation of the Studebaker plan 
might bring about, at least tempo- 
rarily, a decline in the market for 
this stock as the floating supply 
would be greatly increased. Recent 
quotations for White stock were ap- 
proximately 13 bid—15 asked. On 
the basis of the bid price, White 
stock worth about $387 would be 
turned over to the holder of each 
$1,000 Studebaker note. (Current 
price 47% of par value.) This in- 
dicates a low market appraisal and 
a highly speculative status for the 
new Studebaker common stock. 


German Bonds 


At long last, a registration state- 
ment under the Securities Act of 
1933 has been filed by the German 
Conversion Office covering scrip pro- 
posed to be issued in part payment 
of coupons on German bonds which 
matured from January 1 to June 30, 
1934. This is a step toward effect- 
ing the payment on a basis of 30 per 
cent cash and 70 per cent scrip which 
has long since been received by bond- 
holders in other countries. The 
scrip should have a value of approx- 
imately 50 per cent in cash; the ac- 
tual cash payment to American bond- 
holders for the stated period would 
consequently be around 65 per cent. 
Interest payments on the Dawes and 
Young Plan loans are not included 
in this arrangement as provision for 
interest for the first half of 1934 
has already been made in respect to 
these obligations. 


Minneapolis & St. Louis Cons. 5s 


These bonds represent too uncer- 
tain a speculation to warrant con- 
sideration for commitments even at 
current low prices. Minneapolis & 
St. Louis obligations have lost prac- 
tically all of the gains which were 
recorded when hope of rehabilitation 
of the company was aroused by news 
of a prospective RFC loan. The 
RFC’s plan for dismembering the 
railroad did not entirely crush the 
hopes of the bondholders, since it 
was believed that sections of the 
track would be valuable additions to 
stronger rail systems. Efforts to 
work out plans for apportioning part 
of the mileage to stronger carriers 
and abandoning the rest have struck 
several serious snags and the final 
outcome is still in doubt. 


THE FINANCIAL WORLD 
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Why This Activity? 


a} According to Street Gossip: 


AMERICAN COMMERCIAL ALCOHOL: 
One of the leading floor traders ac- 
cumulated a position in the stock 
recently, and may be acting for in- 
terests close to the company. Pros- 
pects for an early dividend are be- 
lieved good, and business is reported 
to be quite satisfactory. 


AMERICAN RADIATOR: The group 
which bought most of the _ stock 
offered around 16 is still bullish and 


in control, but insiders are not 
cooperative. 
ATCHISON: Buying below 47 on 


the scale is believed good and the 
scattered selling, including some for 
short account, came mostly from 
commission houses. 


ATLANTIC COAST LINE: The floor 
trader interested in the stock has 
had to absorb considerable liquida- 
tion but reports are that most of 
the stock pressing for sale has been 
distributed. 


BucyRuUS- ERIE: Buying comes 
from one of the banks and there 
has been a good speculative follow- 
ing. Rumors about a recapitalization 
plan are not generally credited, 
however. 


CELANESE: The Boston operator 
takes most of the stock offered, and 
there are some resting orders from 
insiders below the market, according 
to reports. 


CHRYSLER: Some speculative posi- 
tions have been cleaned out, includ- 
ing that of one of the leading pro- 
fessionals now wintering on the 
West Coast. Detroit bought moder- 
ately last week, however, and there 
was some commission house busi- 
ness. 


DEERE: Some of the buying came 
from abroad, but was believed to be 
rerouted orders from the floor trader 
who is most interested. Reports 
from the company are rather encour- 
aging, but expected price advances in 
some lines are unlikely to materialize 
because of Federal intervention. 


DOME MINEs: Still under accumu- 
lation by a Broad Street house, 
which is also active in Case, 


GENERAL ELECTRIC: One of the 
best known commission houses has 
most of the large orders, but it is 
reported that professional operations 
are the source, with one operator in 
particular said to be responsibk. 


FEBRUARY 6, 1935 


Must We Accept 
a Lower Standard of Living? 


Is America finished in its building? Must we live merely 
by dividing available jobs? To accept such a con- 
clusion is to accept a lower standard of living. 


O industry has contributed more to 

raising our standard of living than 

the public utility industry. Electric and 

gas services, with the great conveniences 

which they bring, have been supplied 

at decreasing costs to increasing millions 
of users. 

Conditions now harassing the utilities 
discourage investors from putting more 
money into this industry. Stock invest- 
ments in some utility companies are 
being endangered or destroyed by gov- 
ernment competition. Reductions in 
rates and increases in taxes are causing 
drastic declines in net earnings. 

The great mass of people still lack 
automatic heating and air conditioning 
in their homes. Only 12% of farms have 
electric service. The public 
utility industry can continue 
to extend its services and 
help Americans improve 


ASSOCIATED GAS & ELECTRIC SYSTEM 


their standard of living. But first, this 
and other basic industries must be 
freed from the shackles in which gov- 
ernment has bound them. Investors 
must have confidence that private enter- 
prise will once again be allowed to 
operate at a reasonable profit. Other- 
wise, capital for industrial development 
cannot be raised. 

The Associated System is making a 
determined effort to carry on its business 
in the face of these almost overwhelm- 
ing difliculties. Almost 39,000 customers 
have been added since the first of Jan- 
uary, 1934; business building has been 
organized on a more vigorous and 
efficient basis; output of electricity and 
gas is being pushed to heights never 
before reached. But this effort cannot 
be continued, nor can it meet with the 
success which it deserves, without the 
removal of these obstacles to enterprise. 


61 BROADWAY 
NEW YORK 


INTERNATIONAL NICKEL: Liquida- 
tion has been largely professional, 
in anticipation of less favorable 
earnings for the fourth quarter of 
last year. Canadian interest con- 
tinued to buy on balance, but not in 
an aggressive fashion. 


KROGER: Some fear selling on re- 
ports of Jower profit margins and 
the belief that insiders were liquidat- 
ing. The William Street Trust added 
to holdings last week, however, 
and buying appeared better than the 
selling. 


LIBBEY-OWENS-ForRD: Selling has 
been rather scattered, and group in- 
terested in the stock is reported to 
be maintaining positions. 


STUDEBAKER: Professional efforts 
to exploit the stock haven’t been very 
successful, according to rumors, 
since there is plenty of stock for 
sale. 


STERLING PrRopUCTS: Some buy- 
ing by sources close to company on 
report of better fourth quarter earn- 
ings. 


UNIVERSAL LEAF: The group in 
the stock is stated to be adding to 
holdings, and the split-up may be 
announced when market conditions 
become more auspicious. 


YOUR 
TAX 
PROBLEMS 


HE FINANCIAL WORLD has 

arranged with Perley Morse & 
Company, a leading firm of Certified 
Public Accountants, to assist sub- 
scribers in the solution of their tax 
problems. During the past 25 years 
this firm has been retained for 
audits, investigations, tax matters 
and in advisory capacities by various 


departments of the Federal and 
State Governments. 
Annual subscribers to THE 


FINANCIAL WORLD are privileged 
to submit directly to Perley Morse & 
Company, in writing, simple prob- 
lems concerning income taxes. Com- 
plicated problems, matters involving 
research, or preparation of returns 
will be handled on a fee basis (with 
estimates furnished without the sub- 
scriber incurring any obligation) . 


Address your inquiries to Perley 
Morse & Company, 165 Broadway, 
New York City, stating that you are 
an annual subscriber to THE FINAN- 
CIAL WORLD and _ inclosing a 
stamped self-addressed envelope. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


To expedite handling, each mailing request 
should be limited to a single item, plainly 
printed together with name and address. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


PARTIAL PAYMENT PLAN—An old established New York 
Stock Exchange House is issuing a booklet describing their 
plan and terms for purchasing securities on the monthly 
installment plan in odd lots or full lots. 


INVESTMENT AND SPECULATIVE BULLETIN—Containing 
economic reviews and forecasts; conservative recommenda- 
tions; studies of the technical market position. 


ANSWERING AN IMPORTANT QUESTION—If you really 
want to know what life insurance and annuities can do for 
you you'll appreciate the simple, untechnical answer in a 
booklet issued by one of the largest insurance companies in 
America. 


INVESTMENT HINTS—And_ other valuable information on 
trading methods is contained in this 24-page booklet published 
by a well-known New York Stock Exchange firm. 


MAKING MONEY IN 8TOCKS—A straightforward, compre- 
hensive treatise on sound methods to pursue in the purchase 
and sale of listed securities. 


SOME FINANCIAL FACTS—A 24-page booklet containing a 
brief description of the American Telephone & Telegraph 
Company and the organization and operations of the Bell 
System. It is illustrated throughout with maps, graphs and 
charts, and is of interest to every investor in public utility 
securities, 

INVESTING AND TRADING UNDER THE NEW SECURI- 
TIES EXCHANGE ACT—Possible effects of the new Securi- 
ties Exchange Act from the standpoint of the trader and 
investor are summarized in this pamphlet. 


HOW TO ANALYZE COMMON STOCKS—A most concise 
theory for determining the bottom for stock prices is fully 
described in this booklet. All of the essentials of price set- 
ting are boiled down to four simple rules, 


POINTING THE WAY TO MARKET PROFITS—60-page 
brochure has been prepared with the purpose of supplying 
the average investor and trader with a comprehensive and 
clear-cut understanding of a highly enlightening course of 
instruction. 


MARKET INDEX—A wen bulletin covering general reflec- 
tions on factors which will influence a turn in the market. 
Separate comments on the Washington influence and Business 
— signals. Also definite recommendations of low-priced 
stocks. 


ANNUITIES EXPLAINED—One of the iargest life insurance 
companies has issued a booklet which describes in simple 
language the different kinds of annuities issued by it. Ix- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


ODD LOTS—A prominent firm, member of the New York Stock 
Exchange, offers this valuable booklet, which, besides giving 
useful trading facts, contains marginal requirements and 
commission charges. 


EXPLANATION OF oll AND GAS ROYALTIES—Is the title 
of an interesting descriptive booklet issued by a well-known 
oil royaity house. 


THE RECORD OF 528 ACTIVE STOCKS LISTED ON N, Y. 
STOCK EXCHANGE—Covers, with price, dividend earnings 
and capitalization data, and in addition 238 active N. Y. Curb 
Exchange stocks. Gives low price for period July, 1933, to 
Dec. 1, 1934. Contains data on funded debt, cash and Govern- 
ment securities held by these companies, current assets, cur- 
rent liabilities, etc. 


FOR EVERY GRAIN TRADER—These bulletins, issued by a 
middle western service, analyze the present condition in the 
grain market and forecast the future, They also include 
advice on Cotton, Stocks and Bonds. 


WHAT BOOKS WILL INCREASE YOUR INVESTMENT 
SUCCESS?—No matter what phase of stock market investing 
or trading you are interested in, this circular lists books to 
fit your individual requirements. 


STOCKS, BONDS, COMMODITIES—Folder explaining trading 
methods, commission charges and commodity units furnished 
on request by a New York Stock Exchange firm. 


MARKET ACTION—A weekly trading bulletin in which definite 
buying and selling recommendations are presented, Complete 
transactions are assured through weekly follow-up discussions 
on each commitment, 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1935 1934 

4 Weekly Trade Indicators Jan.26 Jan.19 Jan. 27 
*Crude Oil Production (bbis.)...,.... 2,542,100 2,531,500 2,222,750 
Electric Power Output (000 K.W.H.). 1,781,666 1.778.273 1,610,542 
tSteel Out (% of capacity)........ 62.59 49.5 % 


+9 
tAutomobile Production (U.§8.A.)..., 69,409 67,217 
§| Wholesale Commodity Price Index... 79.9 79.3 72.7 
1935 1934 
Jan. 19 Jan,12 Jan. 20 
§Bank Clearings New York $4,023 $3,280 $3,005 
§Bank Clearings Outside of N. Y.C... $2,082 $1,976 $1,728 
Total car loadings (number ofcars)... 56 675 561,902 


2,95 §53, 
Bituminous Coal Production (tons).. 1,292,000 1,278,000 1,205,000 
Financial World Index of Indus- 


*Daily Average. tAs of beginning of following week. {Cram’s 
Report. §000,000 Omitted. Journal of Commerce. 


4 Federal Reserve Reports 


MEMBER BANKS, 91 CITIES 1935 * 1934 
(000,000 omitted) Jan.23 Jan.16 Jan. 24 
Loans on Securities—N. Y.C....... $1,454 $1,465 $1,646 
Loans on Sec.—Outside N. Y.C..... 1,591 1,605 1,852 
*Investments—New York City....... 1,275 1,274 1,056 
*Investments—Outside N, Y.C,..... 2,156 2,149 1,884 
U.S. Gov't securities held........... 2,430 2.430 2,482 
Total commercial loans,.... 4,097 4,10} 4,264 
Total net demand deposits,......... 13,916 13,862 11,138 
Total time Goposite... 4,429 4,397 4,372 
Total brokers’ loans................ 634 658 630 

RESERVE}SYSTEM 

Federal Res, Credit Outstanding .... 2,463 2,468 2,631 
Total Money in Circulation.,..,..., 5,347 5,382 5,294 


*Other than U.S. Goy’t Securities. 


4 Dow-Jones Common Stock Averages, Closing Figures 


January 
24 25 26 28 29 30 
30 Industrials.. 102.44 102.86 102.50 101.51 100.69 101.00 
20 Rails....... 34.52 34.62 34.30 33.71 33.37 33.42 
20 Utilities... . 17.35 17.65 17.58 17.26 17.16 17.25 
4 Foreign Exchange 4 Commodity Prices 
1935 1934 1935 1934 


Jan.29 Jan. 30 


Par Jan. 29 
$8.24 England... .$4.8754 $5.00 Copper (ib.)..$0.09 $0.08 14 


1.69 Can. 0.999 0.993 Cotton (Ib.),,  .1255 Lae 
6.63c France...... 6.55¢ 6.28¢ Iron (ton)... 20.26 19.26 
0% 8.48 8.42 Rubber (ib,),  .1238 .099 
40.33 Germany.. .39.93 37.95 (Ib.)... .043 
20.25 Brazilj..... 8.25 8.50 &Wheat (bu.). 93 
tExport rate. §May futures. 


4 Weekly Car Loadings 
Freight car loadings reflect current sectional business conditions. 
Loadings from the 15th to the 15th give a rough indication of earnings 
for the current month. 
Week ended Same 


January 12 week Change 

EASTERN DISTRICT 1935 1934 % 
Baltimore & Ohio............... 42,501 41,311 + 3 

thesapeake & Ohio.......,..... 26,449 26,974 
Delaware & Hudson............. 11,153 13,076 —15 
Delaware, Lackawanna & Western 13,671 15,321 -il1 
Norfolk & Western..... ........ 19,349 18,788 + 3 
New York, New Haven & Hartford 20,525 22,679 - 9 
Co 87,264 85,100 + 3 
New York, Chicago & St. Louis, ., 12,287 11,445 + 7 
Pennsylvania..... 83,731 81,927 + 2 
Western Maryland............. ; 8,793 8,319 + 6 
SOUTHWEST DISTRICT 
Atlantic Coast Line......,.,..... 12,075 12,936 - 7 
Louisville & Nashville........... 21,314 19,942 + 7 
Seaboard Air Line. ..... 9,658 10,688 —10 
Southern Ry. System..,........ ‘ 28,839 28,294 + 2 
NORTHWEST DISTRICT 
Chicago & Great Western...,.,.. 4,453 4,541 - 2 
Chi., Milw,, St. Paul & Pacific... .. 23,285 23,267 
Chicago & North Western........ 27,008 27,966 - 3 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe.... 21,695 21,033 + 3 
Chicago, Burlington & Quincy.... 19,029 19,283 -1 
Chicago, Rock Island & Pacific. . 16,798 16,017 + 5 
Chicago & Eastern Illinois....... 4,481 4,364 + 3 
Denver & Rio Grande Western .. 4,727 4,210 +12 
Southern Pacific System......... 23,520 22,542 + 4 
SOUTHWESTERN DISTRICT 
Kansas City Southern........... 2,946 2,746 + 7 
Missouri-Kansas-Texas.,...,.... 6,583 6,919 § 
Missouri Pacific. ........ 19,573 19,725 - 1 
St. Louis-San Francisco.......... 9,910 10,334 -~ 4 
St. Louis-Southwestern.,...,.... 3,621 3,569 + } 


(Compiled from Association of American Railroads figures 
THE FINANCIAL WORLD 
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